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—is maintained in connec- 
tion. The Shelby is conven- 
iently located, too— near 
the smart shops, theatres, 
principal office buildings. 


All of its 900 rooms and 
suites have circulating ice 


water. box-mattressed beds, 
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There Are Those Who Clamor 


S the fall elections approach, the 
A atmosphere, already laden with 

the frequent utterances of the 
New Deal and its numerous progeny 
of bureaus, is still further thickened 
with political doctrine. The cry of 
the reformer is added to the demands 
of those in distress. Criticism is ram- 
pant, uncertainty persists and the daily 
news would give the impression that 
the difficulties of modern times are 
without parallel. Yet Daniel Web- 
ster’s description of conditions almost 
a century ago, is as apt today as it 
was in 1838. Although the situation 
he describes in his speech before the 
Senate is not a happy one, his remarks 
cannot be read without deriving a 
measure of encouragement from them 
For if the ramparts of the republic 


and the institutions and customs which 
have become a part of our American 
civilization successfully withstood the 
attacks of adversity, the thrusts of re- 
formers and advanced thinkers then, 
there is hope that they will endure 
through current trials. 

It was March 12, 1838, that Daniel 
Webster said: 

“There are persons who constantly 
clamor. They complain of oppression, 
speculation, and pernicious influence of 
accumulated wealth. They cry out 
loudly against all banks and corpora- 
tions, and all means by which small 
capitalists become united in order to 
produce important and beneficial re- 
sults. They carry on mad _ hostility 
against all established institutions. 
They would choke the fountain of in- 


dustry, and dry all streams. In a 
country of unbounded liberty, they 
clamor against oppression. In a coun- 
try of perfect equality, they would 
move heaven and earth against privi- 
lege and monopoly. In a country 
where property is more evenly divided 
than anywhere else, they rend the air 
shouting agrarian doctrines. In a coun- 
try where wages of labor are high be- 
yond parallel, they would teach the 
laborer he is but an oppressed slave. 
Sir, what can such men want? What 
de they mean? They can want noth- 
ing, sir, but to enjoy the fruits of other 
men’s labor. They can mean nothing 
but disturbance and disorder, the diffu- 
sion of corrupt principles and the de- 
struction of the moral sentiments and 
moral habits of society.” 
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This book—one of the most important we have ever published is now 
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EVER did good intentions 
go more awry than when 
— 


Congress wrote the now 
notorious Section 7A of the National Industrial Re- 
covery Act. As originally conceived, N R A was to 
be a privilege accorded industry. Given relief from 
the anti-trust laws, it would for that consideration 
advance wages, shorten hours and grant labor the right 
to collective bargaining by representatives of its own 
choosing. Unfortunately, this concept of a voluntary 
partnership of business and government was promptly 
distorted by muddle-headed administration into a mat- 
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The Trend of Events 


ter of coercion. “Crack down”, was the Washington 
attitude. Both because of this attitude and because of 
the vague language of the collective bargaining clause 
of the Act, it is not surprising that organized labor 
jumped at the chance to enlarge its power and that it 
has been plugging away along the same line ever since. 

Thus far Federal efforts to clarify the issue have 
only confused it the more. For example: President 
Roosevelt in his solution of the threatened automobile 
strike interpreted Section 7 A as providing for propor- 
tional representation in collective bargaining. Ignor- 
ing this precedent, the National Labor Board decides 
in the Houde case that representatives of a majority of 
the workers of any company may act bindingly for all 
workers. This is precisely as the American Federation 
of Labor would have it. 

Moreover, the Labor Board, having assumed “semi- 
judicial” functions, declines to mediate the present 
textile strike and suggests outside mediators, who have 
now been appointed by the President. Whereupon, 
with amazing arrogance, the gentleman directing the 
strike announces his side will not mediate until every 
mill in the country is closed. Reflecting a violent effort 
to close them, the death list daily mounts. Violence 
proves that many thousands of workers do not want 
to strike. Moreover, a strike that has to be won by 
violence can not be won at all. Violent efforts will 
collapse or be crushed. The conflict will before long 
end, as did the San Francisco general strike. But there 
will be other disputes and it is high time the Govern- 
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ment recognized that no binding formula can be found 
in law, that its own proper role is that of mediator, 
rather than judge—and that disputes between employer 
and employee should be settled as they always have 
been in the past, which is by employer and employee. 


— 


HEN Federal spenders think 
in billions it is necessary to 
alter the saying that nothing 
is certain but death and taxes to the more accurate ver- 
sion that nothing is certain but death and higher taxes. 
As sure as the earth turns and the sun rises and sets, 
they are on the way. The towns, the cities, the states 
and the Federal Government are now engaged more 
busily than ever before at the age-old political task of 
trying to hit upon the taxes that will be least painful 
in terms of votes. Before our elected servants are 
through it will doubtless dawn upon them that it is 
infinitely more easy to spend than to tax, infinitely 
more easy to borrow than to pay back. 

If we are living in a genuine New Deal, why should 
not the politicians for once be honest about this mat- 
ter? Revenues are sorely needed to support the unem- 
ployed. Perhaps they can only be had out of higher 
taxes and not out of the “savings” that every candidate 
promises before election and promptly forgets after 
election. Well, if taxes are needed for this purpose, 
why not honestly tax every individual in accordance 
with his ability to pay and let him know that he is being 
taxed? A general sales tax would do this. A drastic 
lowering of income tax brackets—which now include 
only 3 per cent of our population against 25 per cent 
in Great Britain—would do it. 

Every individual with an income should be directly 
taxed, if it is only 50 cents or a dollar a year. The 
truth is that the tax is being extracted from his pocket 
anyway, but the politicians do not wish him to know 
it! They prefer to continue handing out the buncombe 
that the rich alone “pay the piper.” They probably will 
continue to do so, whatever changes are suggested by 
the Treasury Brain Trust which is now ponderously 
investigating a relatively simple matter—simple, that 
is, if the politicians should choose to be honest about it. 


EQUALIZE 
TAXES 


a 
STERLING'S T was perhaps because sterling 
DECLINE had been so steady for so long 


that attention was drawn to its 
decline, for, taken by itself, the movement has not been 
a large one and far less extensive than some of the 
gyrations seen in the past year or two. Nevertheless, 
if the decline that already has taken place is but the 
beginning of a more serious movement, its importance 
is not to be lightly taken. The accelerated decline in 
world commodities when England abandoned the gold 
standard is still current history. As the foreign ex- 
change value of the pound sank so did the price of 
cotton, wheat, meat and a thousand other things in 
which we are interested. The pressure on the internal 
economies of all nations still adhering to gold was 
terrific. Now that we have returned to gold, there 


is no reason for supposing that a drastic decline in 
the foreign exchange value of the pound at this point 
would have other than the effect that it had previously. 
Those European nations still on gold would find their 
position soon more difficult than it is today. While 
it is carrying a good argument too far to say that a 
declining pound conceivably could put us off our re- 
accepted standard, there is nothing illogical in the point 
that falling prices for our great agricultural exports 
probably would result in additional Governmental aid, 
a tendency towards larger Federal deficits, and a more 
widespread demand for further inflation. Nor is it 
good sense to take the attitude that “two can play at 
the same game”; no country can ever win a war of 
money depreciation. It is one of the popular delusions 
that a cheap currency is advantageous. Somewhere 
there is a “natural” relationship between the dollar and 
the pound—a relationship adjusted to the internal 
price levels of the two countries. The pound certainly 
should not be quoted at a premium on its old parity 
and there are some very potent arguments that it 
should be less. It would be most constructive if the 
two governments would make a serious attempt to 
discover an approximation of this “natural” level, mutu- 
ally giving the necessary guarantees as to future policy, 
and then stabilized at the point found fair to both. 
Only then can genuine confidence return. 


_—_—_ 


EWIS DOUGLAS'S 
resignation from the 
post of Director of the 

Budget is ominous or cheering according to one’s slant 

toward the monetary and financial policies of the New 

Deal. Either way, it has profound significance both 

politically and economically. That it will have a re- 

tarding effect on the normal processes of business recov- 
ery is not open to question. The departure of this 
last of the administration conservatives who through- 
out his time in office consistently opposed excessive 
expenditures, will add to the uncertainty of all those 
who strive to balance the income and outgo in their 
private and business affairs. On the other hand if the 

Administration is to pursue the strategy of spending 

its way out of the depression it was to be expected 

that one whose principles were at variance with such 

a policy should sooner or later be replaced by another 

more in accord with the President’s views on fiscal 

policy. 


THE LAST 
CONSERVATIVE 


—_— 


HEN is a moratorium 
not a moratorium? 
Obviously, when it is 

permanent. Such appears to be the “moratorium” on 

Germany's foreign debts declared by the urbane Dr. 

Schacht. A mind less mighty and ingenious would 

call it by the more simple word “default.” What be- 

gan as a six months’ moratorium is now apparently to 
be extended indefinitely. The fault, of course, is en- 
tirely with Germany’s creditors. Dr. Schacht says so. 

The ideal solution would be for foreign countries to 


MORATORIUM, 
GERMAN STYLE 
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admit German goods duty-free or cancel the debts 
entirely. But since creditors are too unreasonable to 
see the wisdom of either of these plans, the only alterna- 
tive is that Germany must be granted an indefinite 
moratorium in order to achieve economic recovery and 
debt-paying power. How will this latest moratorium 
be granted? Like the last one was—by Germany to 
herself. 

With true German logic Dr. Schacht scolds the 
creditors for having loaned money to Germany in the 
first place. He does not denounce his countrymen 
for having borrowed. Neither does he recognize that 
Germany’s own policies under Hitler are a prime cause 
of the alienation of former foreign trade. Oh, well! 
The superior German mind was ever inscrutable to 
us of the backward and effete races. Probably the only 
thing we can do by way of remedy is to be more careful 
to whom we lend—the next time we have some money 


to lend. | 7 ee a -. 
v\ wd MAY —y 
—_ 
WANTED: EO T. CROWLEY, chair- 
BORROWERS man of the Federal De- 


posit Insurance Corpora- 
tion, states that the banks which have their deposits 
insured are 54 per cent liquid, deplores their failure 
to get these liquid resources to work and states: that 
they could safely lend more than $5,000,000,000 to 
business and industry to bolster the recovery program. 
This has a familiar ring. Time and again one Federal 
functionary or another has accused the banks of re- 
luctance to lend. Probably Congress entertained the 
same notion in adopting the Loans to Industry Act, 
authorizing working capital loans by the Federal Re- 
serve Banks and the Reconstruction Finance Corpora- 
tion. 

On August 31 only $9,149,250 had been authorized 
under the Act by the R F C and less than $400,000 
of this had been disbursed; while even less had been 
loaned by the Reserve Banks. The trouble, explains 
Jesse H. Jones, chairman of the R F C, is not re- 
luctance of the banks to lend, but the lack of demand 
for “good” loans. This also has a familiar sound. The 
commercial bankers have been saying it for months. 

Mr. Jones could have added, with truth, that lack 
of demand for “good” loans reflects a lack of business 
confidence and a lack of conviction that under present 
conditions the funds offered can be put to profitable 
use. It would be a salutary thing if the Roosevelt 
Administration would undertake a realistic examina- 
tion of the reasons why confidence is at such low ebb. 


ee 


AVING done things to 
the railroads, it would 


would seem only fair 
for the New Deal to do something for them. There 
are a few straws in the wind to suggest that official 
minds are at least stirring along this general line, even 
though developments thus far probably are no more 
than exploratory. Mr. Pelley, the chief of the New 
Haven, recently had lunch with President Roosevelt 


THE RAILROAD 
DILEMMA 


at Hyde Park. Shortly thereafter Mr. Eastman, the 
railroad co-ordinator, picnicked with the President at 
Bear Mountain. 

We will hear more of this matter in coming weeks, 
and especially after Congress assembles next January. 
There is much, meanwhile, for the exponents of the 
exploratory method to explore. Chiefly, they can ex- 
plore the whereabouts of some $200,000,000 to $300,- 
000,000 that the roads will have to find if they are to 
meet the added cost burden so cheerfully foisted upon 
them by New Deal price-raising and by arbitrarily 
legislated pensions. 

What can be done? Well, it is always extremely 
dificult to put Humpty-Dumpty back together again. 
Probably it wouldn’t do to reverse the whole program 
and lower costs. As an unavoidable stop-gap, perhaps 
the I C C should grant the roads’ request for higher 
rates—though this will be harmful to business. For 
the longer future and quite incapable of emergency 
solution, motor and water transportation now compet- 
ing with the roads should be both brought under regu- 
lation and into co-ordination with the rails. They 
probably will be. If help of some kind is not promptly 
given or if freight trafhe does not substantially improve 
it is a safe prediction that weaker roads will soon be 
dipping further into the pockets of the R F C. Uncle 
Sam having taken from them, turn-about is only fair 
play. 


~~ 


SOME GET MORE THAN HAT rugged 
THE PRESIDENT individual - 
ism is this 
that raises its ugly head in N R A? The code pro- 
visions designed to control “excessive” salaries to movie 
stars and executives and to eliminate “unfair” com- 
petitive bidding for stars have been suspended on re- 
port of Mr. Rosenblatt, division administrator, that: 
“A star or executive is worth as much as the public 
can be led to think he is worth by paying to see his 
offerings. If individual producers find it difficult to 
gauge in advance the possible value of these services, 
it is patently impossible for a Code Authority to 
exercise any more effective judgment in the matter.” 
This, plainly, is heresy; for did not 110 persons in 
the motion picture industry get bigger salaries in 1933 
than the President?) And what about corporate execu- 
tives, whose salaries also have been held up to ridicule 
by the Young Intellectuals of Washington? Are these 
also worth as much as they can get? We greatly fear 
the N R A decision to leave movie salaries alone is 
a step backward in reaction—a dangerous step to the 


Right! 

— 
THE MARKET UR most recent investment 
PROSPECT advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 536. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, September 10, 1934. 
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Near Term Business Record and Public Uncertainty 


By A. T. Mitier | 


onflicting Forces Grip 
The Market 


Longe Range Inflationary and Recovery Factors Vie with 





HEN one finds large 
brokerage firms ad- 
vertising facilities for 

trading in butter and egg 
futures, that, perhaps, consti- 


tutes adequate commentary on PyPont 

the continuing apathy of a 

stock market which for Borden 

months has gone no place in General Electric 
particular and at present ap- Gulf Oil 


pears as unable to make up its 
mind as ever. 

The past fortnight has seen 
a mild downward trend of 
prices cancel nearly half of 
the total August rally, a rally 


National Lead 
Union Carbide 
Lake Shore Mines 


Stocks Recommended for Scale-down 
Investment Accumulation: 


it is believed that the Admin f 
istration could scarcely con. 
template with equanimity an} 
economic reaction below thef 
low point reached in October 
of last year. Business activity 
in the aggregate at this writing 
is only moderately above that) 
level. 

Meanwhile the speculative 
structure itself continues to 
gain in technical health. For 
eight of the past nine weeks 
brokers’ loans have declined, | 
the total shrinkage amounting 
to $245,000,000. At $824,/ 


Commercial Credit 
National Sugar 
American Cyanamid 
Continental Oil 
Liggett & Myers “B” 
Pillsbury Flour 
United States Gypsum 








which lifted representative 
issues by approximately 10 per 
cent above the lows of the July decline. At this writing 
the market is again trying to lift its head—none too en- 
thusiastically—in a rally technically justified by a week of 
slow but steady decline. 

It would be absurd to attempt to read significance into 
such idle ripples within a speculative stream which for 
more than a year. has never known, for more than relatively 
short periods, which way it should attempt to flow. When, 
as on a recent typical day, one sees total transactions 
amount to 300 shares in American Can, 1,500 shares in 
American Telephone, 1,600 shares in General Electric, 400 
shares in National Biscuit, 900 shares in Pennsylvania Rail- 
road, 2,000 shares in Standard Oil of New Jersey and 1,300 
shares in Union Carbide, it can only be said that the once 
“barometric function” of the stock market has, at least for 
the present, vanished into thin air. 

There is little momentum or follow-through to the price 
movement in either direction. At least mildly on the opti- 
mistic side, one can observe that liquidation is notably light 
in the face of uninspiring current business records and 
considerable pessimism in both business and financial quar- 
ters regarding the economic outlook for the autumn season. 

As a matter of fact both the stock market and general 
business seem merely to be awaiting some significant clue as 
to the direction the Roosevelt Administration’s policies will 
take. There is a widespread conviction, obviously resting 
solely on conjectural foundations, that some sort of amelio- 
rative action at Washington probably can be expected be- 
fore the Congressional elections early in November—espe- 
cially if recent recession in business, in employment, in pay- 
rolls, in stocks and in bonds continues. Rightly or wrongly, 
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000,000, such loans are the) 
lowest since last January. I 
Considering the apparent absence of a vulnerable specu [ 
lative pyramid, the continued existence of a generally inf) 
flationary background inherent in Administration policies § 
and the improbability of anything like a nose dive in busi 
ness activity from present low levels it is to be doubted that 
a significant wave of liquidation is in the cards or that pos 
sible nearby reaction in the market will prove of more than 
intermediate significance. 

On this reasoning our previously expressed convictions 
as to long-term investment policy remain unaltered. We 
see no logical alternative to retention of sound equities. 
Moreover, in the event of further reaction over the near 
term—as appears probable at this writing—such opportun 
ity, in our opinion, should be availed of for scale-down ac- 
cumulation of favorably situated equities. Accompanying 
this article we again present a list of recommended issues 
Three issues—Swift International, Cudahy Packing and 
Sun Oil—are for the present eliminated from our recom’ 
mendations since they offer substantial profits on purchases 
made on our original advices. Two issues—Air Reduction 
and Melville Shoe—are replaced with issues which we be’ 
lieve can be purchased to better advantage over the near 
term. 

So far as intermediate trading policy is concerned, our | 
preceding article pointed out the increasing risks involved | 
on the rally then in evidence. At the present market level 
—though somewhat lower—and in the face of undeniable 
uncertainties regarding the near term, caution still appears 
the logical speculative policy. . 

Purely as a matter of speculative conjecture, however, 
it would seem likely that substantial support will be forth 
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coming if the market should drop down once more into the 
lower area of the broad trading range which has prevailed 
for more than the past year. That price area in the indus- 
trial average is some 8 per cent under the level existing at 
this writing. 

While it is, of course, possible for the market to extend 
somewhat the lowest point of reaction touched since Oc- 
tober, 1933, it would seem reasonable to believe that signi- 
ficant downward momentum through new lows for the 
year would require some major change for the worse in the 
business and stock market stalemate which has persisted 
for more than a year. This is merely the reverse of our 
previous observation that some equally dynamic change 
for the better in the fundamental picture would be required 
to lift the market through the tops of July, 1933, and Feb- 
ruary, 1934, into a new phase of major advance. 

Lacking such a dynamic change in either direction, the 
assumption that the limits of the trading range of the past 
year will continue to hold intact for the general market 
will almost certainly dominate speculative reasoning—at 
Jeast until demonstrated proof to the contrary is supplied. 

So far as general business activity is concerned, it may be 
said that this also appears to be stuck within a “trading 
range’’—since the composite indexes show it today approxi- 
mately where it was a year ago. The recent recession has 
been rather sharp. While part of it can be attributed to 
the Labor Day interlude, there is no evidence at this writing 
of an imminent reversal. 

Conditions in the steel industry are both unsatisfactory 
and uncertain; and operations currently are at only 19 per 
cent of capacity. Scrap prices, usually of considerable sig- 
nificance in relation to the steel outlook, have fallen to a 
new low for the year. Tin plate production and rolling of 
steel for railroad requirements are declining, as is demand 
from the motor industry. Demand for structural steel, 
chiefly for public projects, is somewhat improved. 

Automobile production has declined sharply in anticipa- 
tion of seasonally declining retail sales. The next possible 
improvement will very likely await the change-over of the 
major companies to new models. Electric power output has 
also receded to a point under the level of a year ago. In 
view of the above records, the latest week’s somewhat unex- 





pected gain in carloadings must be taken with a grain of salt. 
Such is the immediate picture. Admitting that the wish 
is father to the thought, let us see if there are any possible 
bright spots under the surface. 
For one thing, we appear to be having some light credit 
showers which may promise a break in the long drought 


in bank lending. Reports to the Federal Reserve Board 
from banks in ninety-one leading cities show gains in so- 
called “other loans” for the sixth consecutive week. The 
total rise has been $110,000,000. Normally, the bulk of 
“other loans” consists of business and commercial loans. It 
is not known how much of the recent gain may or may not 
reflect “renovation” loans in the Federal housing program. 

On top of this apparent trend, the week ended September 
5 shows a jump of $81,000,000 in “all other” loans by New 
York City member banks. While part of this represents 
the August month-end adjustment, it is nevertheless the 
largest such gain in more than two years. 

There are two flies in this ointment. First, loans on 
securities continue to decline, making it somewhat difficult 
for the stock market to get anywhere. In city banks alone 
such loans are down more than half a billion dollars over 
the past year. Second, lest one expect a significant credit 
inflation to get under way at once, Chairman Jones of the 
Reconstruction Finance Corporation publicly concedes— 
what the bankers have contended all along—that there is 
a lack of demand for sound loans. 

The reason why capital loans by the R FC and the Re- 
serve Banks under the Loans to Industry Act—hopefully 
written by the last Congress—are but the merest trickle is, 
according to Mr. Jones, the uncertainty of both bankers 
and industrialists that markets could be found for the 
products to be manufactured with such loans. 

The same old stalemate. The same continuing uncer- 
tainty. The same fear and reluctance of private capital 
to venture commitments. We confess that we do not 
know how long it will be before the Administration ack- 
nowledges the reality and attempts a serious effort to do 
something about. Neither can it be foretold whether the 
ultimate effort to “do something” will be another tempo- 
rary shot in the arm, which will not change the funda- 

(Please turn to page 579) 
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Labor and Recovery 


Have the Government and Organized Labor Followed 


a Fallacious Policy During the Recovery Effort? 


HE criticism of the re- 
covery plans of the 
Administration voiced 
by most economists is that 
they sometimes run counter 
to what may be called the 
natural processes of economic 
recovery. If that is the case 
the inevitable inference is 
that they deter the achieve- 
ment of recovery, however 
useful they may be in taking 
the edge off the hardships 
imposed by the depression. 
In general, it is noted that 
while one of the conditions 
of recovery from depression 
is an adjustment of all the 
costs of production to a low 
level of prices, the labor 
policy of the New Deal has 
been to maintain and ad- 
vance labor costs. This 
naturally leads to higher 
prices in a time of reduced 
purchasing power; which is 
obviously not a rational way 
to stimulate the growth of 
demand. Upon enlarged de- 
mand for products depends 
the recovery of former vol- 
ume of production and em- 
ployment. 
Reduction of the operat- 
ing time of the agencies of 


production, together with increased rates of pay, tends, 
it is true, to increase employment by spreading out what 
work there is at a given moment. 
a relief measure, but it holds back expansion of produc- 
tion and the healthy growth of the true volume of em- 
It creates no new purchasing power. 
Purchasing power, whether in the form of 


ployment. 
not recovery. 


By P. T. SHELDRICK 





Has Labor Received Its Share? 


The durable goods industries have stood more punish- 
ment during the depression than other industries, and theirs 
is the major share of unemployment. Consequently, it might 
be expected that their labor would exceptionally suffer. 
These statistics are, therefore, most significant: 


Assets in 1933... er goeliead .........92 percent of 1929 
so ule dian aaa wees ieee UE Si 2 
ER ede go ccek en ab eens —— hh - 
Profits in 1929........ pan cals ae ek aie hy ke ee | i 
MR UNE akong bid andes SSAA nee KERR PO AS Rees 28555 
Unskilled labor weekly income, decrease from 1929 to 1934...... 32.2 
All other employees, decrease from 1929 to 1934................. 33.9 
Purchasing power of unskilled income, decrease from 1929 to 1934. 13.4 
Ditto for other employees’ income....... ee ee ..16.6 


Earnings per hour in February, 1934, per cent of 1929 of both groups 
REE SS re reer te rice ‘ re | 

Weekly income both groups 1934, per cent of 1929 approximately 67 

National income 1933, per cent of 1929...... Bsus mace va Sans aise sa 


Total labor income of U. S. in 1929 was 65.1 per cent of 
total national income paid out. In 1932—bottom of the de- 
pression—it was 64.5. Millions are unemployed, but industry 
is paying billions to help them. “Probably never before in 
the world’s history has a great people gone through a cata- 
clysm such as the present depression without a substantial 
reduction in labor’s proportionate participation in national 
income.”—Durable Goods Committee Report to the Presi- 
dent. 





It is commendable as 


It is 


fallacious labor-wage policy 
ment, chiefly through N R A, inagurated a policy of 
strengthening the labor unions and of encouraging them to 
pursue the destructive policy of compelling uneconomic 
wage increases at the very time when low-cost production 
was the essential of reviving industry. 
instances was that industry was compelled to endure 1929 


prices under the codes in or- 
der to help employers to 
meet heavier or already un- 
duly high labor costs. Thus 
at the very beginning of re- 
covery, with the purchasing 
power of the nation not 
more than 40 or 50 per cent 
of what it had been the 
costs of living were ad- 
vanced for all classes. Just 
as the Government itself 
began to spend recklessly, it 
in effect required employers 
to increase outgo without 
increased income and forced 
higher expenditures upon 
the masses of the people 
who were already oppressed 
by slender incomes. As a 
government and as a people 
we were spending what we 
didn’t have, living on re- 
serves or borrowing against 
the future. This condition 
of spending without getting 
was undoubtedly one of the 
causes of the check suffered 
by the welcome expansion 
of business activity which 
followed the bank holiday. 
And it has operated with in- 
creasing strength as a brake 
on recovery ever since. 

At the same time that a 
was taken up the Govern- 


The result in some 








wages and salaries or dividends, can come only from 
production of goods or services. Measures which restrict 
production by repressing consumption therefore inevitably 
work to reduce income of all sorts, and income is purchas- 
ing power. 

At the beginning of N R A the theory was that employ- 
ers could raise wages or at least keep them where they 
were, put additional men to work out of their reserves, 
without increasing prices; and look for their reward in 
increased volume of production. It was soon found that 


the theory did not work in practice; then came increased 


38 


nm 





labor costs on a 1933 volume of business and prices. Then 
followed strikes which unlike the strikes that characterized 
former periods of incipient revival were largely of an ar- 
tificial or fictitious nature. For many months now we 
have endured and suffered from the strange course of men 
who had long been on public relief rolls striking to en- 
force wage and hour terms whose effect is to dry up the 
wells from which will flow the better pay of recovered 
prosperity. It is aside from the point to urge, with truth, 
that wage rates are often wretchedly low and wage in- 
comes usually utterly insufficient. Labor seems to be pro- 


THE MAGAZINE OF WALL STREET 


Sy ms 








teri 
and 
pov 
dou 
pay 
cur! 
cha: 
har 


Or- 
to 


ng 
Ot 











ceeding on the assumption that employers have some mys- 
terious power of obtaining money regardless of production 
and profits. It is assumed that it is wholly within the 
power of employers to pay almost any rate of wages. Un- 
doubtedly there are well entrenched companies which can 
pay liberal wages out of reserves, and endure losses on 
current production. Many have done so. But this is 
charity rather than sound business and has made the going 
hard for rivals not so well off. 


The Time for Bigger Slices 


It is‘undoubtedly true that labor has not fully shared 
during good times in the increased productivity of modern 
industry, although it is gratifying to observe that on the 
whole labor’s relative share of product has steadily in- 
creased since 1840. But the time to get more is when there 
is more—not during a period of decreased income all 
around. This magazine has consistently maintained the 
theory that a condition of the maintenance of prosperity, 
when it exists, is that the largest possible portion of the 
current production of wealth shall go to labor—in order to 
provide a high standard of living for the masses and the 
consequent expansion of purchasing power to absorb in- 
creased production. As a representative of saved up labor 

capital—of the investors of that saving this magazine 
has advocated the wide distribution of the fruits of in- 
dustry as plainly in the long-time interests of capital. But 
at the present time, in this trying period of effort to start 
the economic 
machine going full 
speed again, it is 
essential that em- 
ployers must have 
the hope of profits 
Profits are the 
prime mover of in- 
dustry under our 
present economic 
system; to prevent 
or indefinitely de- 
fer them is to cut 
off the power of 
recovery of pros- 
perity. 

This is a period 
in which co-opera- 
tion of all classes 
and groups is im- 
portant. It is escape 
from the condition 
which we all face 
which is the prim- 
ary present con- 
sideration, rather 
than commendable 
theories and as- 
pirations to better 
things. But in- 
stead of co-opera- 
tion we find a 
growing tendency 


toward industrial 
turmoil and bitter 
quarrel. As this ‘ 


is written several 
hundred thous- 
ands of men who 
are in desperate 
need of every cent 
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The Workers 





they have been getting have deliberately, or rather by the 
will of their leaders, deprived themselves of all income— 
and this in one industry in particular—textiles—which has 
shown a sincere disposition to promote the New Deal, 
abandon socially destructive practices and share its income 


with labor to the utmost limit. It had absorbed all its un- 


employed. 

Immense dislocations will follow in trade and in other 
industries. The delicate adjustments of the whole economy 
of the nation may be broken down in the midst of a most 
critical period. 


Government to Blame 


It is easy and natural to place the blame for an erroneous 
labor policy upon the unions, but other than their present 
course could hardly have been expected from the unions in 
view of the fallacious ideas and practices of Washington. 
By both precept and example the Government has encour- 
aged labor to pursue a discordant and destructive course 

It has abetted the fight for shorter and shorter hours and 
higher wages—witness the recent order to the garment 
trade to reduce working hours 10 per cent and increase 
wage rates by the same amount. No wonder William 
Green reiterates the determination of the American Fed- 
eration to continue crusading for a 34-hour-5-day week. 
No wonder higher wages are demanded regardless of cor- 
porate incomes when the Government in its own emergency 
employment, has paid or compelled the payment of wages 
far out of line 
with what the 
state of the body 
economic could en- 
dure. By such 
policies has private 
initiative been 
paralyzed and a 
sort of internecine 
industrial war pro- 
moted at a time 
when _ harmony 
and co-operation 
were the supreme 


need. 
By such policies 
Government has 


propagated the de- 
lusive idea that 
wages can in some 
magic manner be 
paid out of noth- 
ing. In a_ sense 
that is what it is 
doing itself, for it 
is spending what 
it does not receive 
as it goes. That it 
can do, only by the 
ability to discount 
the future — to 
borrow. It affords 
an outstanding ex- 
ample of business 
profligacy at a time 


when care and 
thrift are needed. 
Already, the 


fear begins to 
(Please turn to 
page 576) 
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What’s Ahead? 


Politico-Economic Outlook 


By Jonn D. C. WeELDoNn 


HAT is the outlook? 
That is the question in every intelligent mind in 
every state of the Union. Once upon a time it 
meant one thing: What is the economic outlook? Sig- 
nificantly, it no longer does so. It is a much more com- 
plicated thing that we are wondering about now. 

So, let us state the age-old question as we all, consciously 
or unconsciously, ask it today: What is the politico-eco- 
nomic outlook? Always related in greater or lesser degree, 
economics and politics are now veritably Siamese twins. 
The sustaining blood of each can only be the same—-satis- 
factory production and distribution of the goods and ser- 
vices of life. 


Union of Business and Government 


But the two directing brains are not the same. Far from 
it. That they are not working in harmony is plainly 
demonstrated by the mere fact that business activity today 
is less than 75 per cent of normal after eighteen months of 
this politico-economic union. 

Now eighteen months constitute a rather fair test period 
for any companionate marriage. It is equivalent to a sub- 
stantial portion of most of the business cycles of the past. 
Accordingly, if we would have a starting point for con- 
jecture as to just where we are headed in the New Deal’s 
groping search for “the more abundant life,” it is decidedly 
to the point to look back and see where we have gone in 
the last year and one-half. 

Are we on our way? It seemed so in that glamorous 
honeymoon period in the early part of the Roosevelt Ad- 
ministration—that period of sweet political promise and 
pell-mell governmental improvization between March and 
July of 1933. The mere anticipation of the Roosevelt 
program of reflation gave business activity a prodigous 
boost. Understocked business and commerce fell over 
themselves in their haste to buy. In four months the 


business activity index performed the quite exhausting feat 
540 





of advancing 54 per cent. Never before had a major 
recovery proceeded so rapidly. 

As we look back upon the charts, an arresting fact stands 
out. That fact is that the major business gain occurred 
before most of the major New Deal policies were put into 
actual effect. It was after the July recovery peak of 1933 
had been reached and passed that the NRA and the 
AAA swung into action, that PWA got busy, that 
Federal emergency spending on CWA and other relief 
projects was briskly stepped up, that the intriguing gold- 
buying policy was inaugurated, that the dollar was de- 
valued, that the security market reforms were adopted, 
that the silver program was legislated. 

This is only a partial list of the policies adopted or put 
into effect after July, 1933. Who can remember all the 
confused chronology? The emergency agencies established 
by the Administration in its twin program of Recovery and 
Reform have long since outrun human memory. 

But all can remember that during the second half of 1933 
and ever thereafter the theories of government planners 
have been put to a practical test in a conglomerate aggre- 
gate of bureaucratic activities surpassing anything ever 
before seen in this country. We do not have to remember 
all the Federal agencies to be aware that for something 
more than a year we have been embarked on an ever-ex- 
panding State-ism, second only in novelty to the different 
State-isms of Russia, Germany and Italy. 


A Stalemate 


Now what has this remarkable huffing and puffing of the 
Government got us thus far? Striking out that anticipatory 
period of March-July, 1933, we find that for more than a 
year—or the period in which the New Deal policies have 
been in active effect—economic activity has fluctuated aim- 
lessly and gropingly between a lower level of approximately 
65 per cent of normal and an upper level of approximately 
80 per cent of normal. Each figure represents an intolerable 
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depression in terms of national income and employment. 
And at present we are nearer the lower figure than the 
higher. 

Let us have a look at the business chart for this period— 
a year in which, presumably, we have been “on our way.” 
Observe the level of September 1, 1933, and then follow the 
jerky line down to the present date. We have done much 
marching up and down hill in these twelve months. 

But the fact that hits the eye is that we find ourselves 
today just where we were on September 1, 1933, in terms of 
business activity. Are “we on our way”? And if so, 
where? 

Looking at the New Deal summaries of accomplishments 
issued to the press, the impression is that of progress. But 
progress implies forward motion. And looking at the quite 
unemotional and highly factual chart of aggregate business 
activity we do not find progress during the past twelve 
months. What we do see, obviously, is stalemate. 

And it is this stalemate that is the vital national prob- 
lem today. It can not be ignored. Having continued for 
more than a year, it can not be a temporary phenomenon. 
It provokes insistent questions. It forces one to ask one- 
self whether the policies now being followed by the Ad- 
ministration are likely or unlikely to promote a normal 
economic recovery and consequent normal employment. It 
forces one to ask whether the Administration is really 
awake to the fundamental nature of the present business 
stalemate; and if so, whether, it is determined, regardless, 
to drift into a yet more intensified State-ism on the political 
supposition that such is the vague but more or less general 
wish of the majority of American citizens. 


Unemployment Must Be Corrected 


There is one certainty: namely, that normal employment 
must be provided either by private capitalism or the State. 
At present it is adequately provided by neither. This fact 
of itself proves that the politico-economic partnership—if 





forced union can be called a partnership—remains thus far 
ineffective. 

What was the political theory and the specific philosophy 
behind the Roosevelt recovery program? Search the rec- 
ords as you will, you will find no comprehensible explana- 
tion of it. It was not revealed in the 1932 campaign. It 
has not been revealed since. The 


lar and production control through A A A and NRA. 

Then there is the “purchasing power” theory. Since 
prices were going to rise, the purchasing power of wage 
workers must be increased. The NRA called upon em- 
ployers to shorten hours and increase wages, with the double 
purpose of enlarging both employment and purchasing 
power. The temporary gap being filled by bank loans or 
withdrawal from corporate surpluses, increased wages in 
the hands of worker-consumers would enable them to buy 
at the higher prices resulting both from increased labor 
costs and the general price-raising program. Thus, indus- 
try would get back the bread that it cast upon the waters. 
and more, too, lifting itself by its bootstraps, as it were. 

There was the theory that labor troubles could be set- 
tled once and for all—and quite happily—by an inspired 
bit of Federal legislation, the hastily written Section 7-A 
of the Recovery Act. 

Most significant of all, perhaps, are the theories and 
philosophies which show themselves least clearly and in 
the most general terms: the apparent conception that the 
Nation’s capital equipment was all built and that recovery 
rested upon a more equitable distribution of the necessities 
of life; the apparent belief that the American economic 
system prior to the New Deal was essentially a system of 
exploitation; that the profits of capitalism under the Old 
Order was excessive; that the thing to do was to re-distrib- 
ute the national income. 





Theories Collide with Realities 


The past year having produced no fundamental im- 
provement whatever in the position of business, it would 
appear to the realistic eye that happy theories and confident 
improvisations are coming home to roost. 

What has price-raising got us? Unquestionably it has 
helped the farmer, but for the mass of consumers, includ- 
ing wage workers, it has proved more of a millstone than 
a life-preserver. Moreover, as reflected in steadily rising 
costs of food, it is at the present time an economic and 
political boomerang of the first order. Every week sees 
higher food costs on the double foundation of drouth and 
A AA crop reduction. But also every week sees declining 
employment and payrolls. Here we have an increasing 
pinch on the living standard of the lower income brackets 
of the country—the very classes to 
whom the New Deal appeal has 





fact seems to be that no specific 
philosophy exists. 

There was a frantic call for gov- 
ernment to “do something.” It 
was answered satisfactorily in the 
handling of the banking situation. 
Thereafter it was answered—and is 
still answered today—by a series 
of but loosely connected improvisa- 
tions and experiments—so loosely 
connected that from time to time 
one sees the Government bending 
its chief efforts to co-ordinate its 
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What, then, is the outlook? 
and more a fundamental issue is clari- 
fying itself: the issue between radical- 
ism and conservatism. One sees it in 
the open attack of eminent conserva- 
tives, including business leaders; and 
in the bellicose reply of the radicals. 


a a deflationary 


chiefly been directed. 

Need one point out that NRA 
—thoroughly disorganized and now 
in the process of rehabilitation— 
has been a major disappointment? 
That business activity is no better 
than it was a year ago and that 
the problem of unemployment re- 
mains acute constitute sufficient 
proof. In raising costs ahead of 
both profits and general consumer 
purchasing power, N R A has been 
and ___ disruptive 


More 





own special activities. 

| But out of the confused mass of 
| emergency activities at least some New Deal economic 
theories have been made reasonably clear—theories which are 
| now colliding head-on with business realities. Take a look 
| at them. 


The price-raising theory. It was believed that a large 


and relatively rapid advance in the commodity price level 
~—and especially in prices of basic staples—was the major 
requirement of the times; and that such an advance would, 
per se, restore economic activity. The weapons used to this 
end were the gold-buying program, devaluation of the dol- 
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agency beyond any question. It 

still is. Its merits, if any, are in the social field. 
Moreover, can it be doubted after the practical demon- 
stration of the past year that purchasing power can come 
only from the active production and distribution of goods 
and services? It can not come from accumulated wealth, 
which has been cut in half and which—need it be said?— 
is non-liquid in any event. It can not come from a na- 
tional income which has been cut in half and which, as 
compared with the worst year of world depression, has 
thus far risen by scarcely more than 10 per cent. Have 
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labor troubles been settled in the wisdom of Con- 
gressional mandate? The “remedy” has made them worse 
than before, and presently falling employment and rising 
living costs bid fair to render them yet more acute. 

And what of the background philosophy—the philosophy 
that we have enough of capital goods; that corporate profits 
have been excessive; that the fight is for a more equitable 
distribution of income and against the minority of “ex- 
ploiters”’? 

The answer is that this, in the main, is pure fallacy; 
pure political invention. The answer is that policies based 
on these philosophies have paralyzed business confidence 
and initiative and are creating unemployment. 

The durable goods industries—very heart of the de- 
pression—remain stagnant. That they hold the one and 
only key to normal recovery is but belatedly, partially and 
ineffectively recognized in the Federal housing program. 





Permanent Emergency 


Without recovery in this vast economic area, what can 
the predicted business upturn of the autumn amount to 
beyond another seasonal fillip in consumption goods—an 
intermediate rally that will not change the basic reality of 
continuing economic stalemate? 

Yet in the face of demonstrated realities, there is no evi- 
dence whatever of any significant change in the policies 
and philosophies which have proved fallacious or ineffective 
or both. 

Mr. Richberg and other Federal functionaries report the 
millions now on the relief lists and calmly predict great 
increases in the list in the near future. Likewise, they 
comment without apparent perturbation on the “perma- 
rence” of the relief burden! 

Right here it is time to sit up and take notice! The 
“permanence” of what at the start was to be “emergency 
relief.” Who can deny that the very magnitude of contin- 
uing relief is in itself the most accurate measure of the New 
Deal's failure to produce either adequate or continuing 
economic recovery? 

But is it proposed to change the policies which have failed 
to produce recovery and re-employment? Not at all. The 
answer, by all the signs, is to be more Federal relief, a vast 
and costly scheme of “social insurance,” more New Deal 
planning, more State-ism! It has not yielded the desired 
results in terms of economic activity and employment—so 
let us by all means have more of it. This is the way to 
“the more abundant life’—the employed must carry 
the unemployed on their backs indefinitely because there 
is no other way to save them from destitution! 

Here we have an appalling sequence in which im- 
practical emergency policies tend to re-create and pro- 
long the emergency itself, in which bureaucratic 
planning only begets more planning and in which 
the inevitable tendency is for “emergency” agen- 
cies to become permanent. 

Thus today we see Secretary Ickes occupy- 
ing himself with plans for a permanent 
P W A; Richberg, Secretary Perkins and 
General Johnson 
squabbling among 
themselves as to 
the permanent set- 
up of N R.A, 
which by Congres- 
sional mandate was 
an experiment to 
expire next June; 
and the agricultur- 
al planners busy 
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formulating the permanent policies for A A A control. 

So it is that the authority of the State feeds upon itself 
and waxes ever more ambitious, and the bureaucrats grow 
ever more confident—despite demonstrated failure—of their 
ability to plan the destiny of the individual better than he 
can do it for himself. 

This is a strange perversion of the original concepts held 
not only by the voting public but by the New Deal itself 
and by Congress itself. Why was it that the great body of 
the New Deal legislation was stamped with the word 
“emergency”? Obviously the reason was that everyone, in- 
cluding the Administration, contemplated that the depression 
and an unemployment of 10,000,000 would prove temporary. 

Clearly, this was the position taken by the President when 
he outlined his $10,000,000,000 recovery program in his 
budget message of last January. That was only eight 
months ago. Pointing to “the powerful forces for recovery” 
existing, he forecast a normal business level by the middle of 
1935, the retirement of the Government from emergency 
spending and a balanced Federal budget for the 1936 fiscal 
year, beginning July 1, 1935. 

That was, and presumably is, the Roosevelt fiscal pro- 
gram. There has been no official announcement of any 
substantial deviation from it. There has been on official 
hint that the President favors an authoritarian state—al- 
though some of his associates are reputed to do so—in which 
economic freedom as we have known it will disappear. 


Fiscal Program Threatened 


We are now less than ten months from the happy con- 
summation predicted by the President—the retirement of 
the Government from emergency spending by June 30, 
1935. It is more than a reasonable probability that the fiscal 
program will go by the board, that business activity and 
employment will not be normal ten months hence, that 
emergency spending and emergency regimentation will go 
on indefinitely—continuing the emergency that brought 
them into being. 

Meanwhile no concessions, beyond a meaningless lip ser- 
vice, are made to private capital. No terms are offered to 
it upon which it can confidently go to work, supporting 
itself and creating employment. It is justifiably afraid. It 
is justifiably reluctant to co-operate with an Administration 
whose cardinal thesis appears to be that all American his- 
tory prior to the New Deal was a history of exploitation of 
the weak, of business dishonesty, of greed, of unsound 
economic planning. 

When a government presses vindictive “reform” up- 
on industry and finance, ever expands the taxation bur’ § 
den, arbitrarily attempts to regulate hours, wages and § 
business costs and offers no convincing assurance of the § 
ultimate worth of either its currency or its credit § 

when it does these things, grudging and vague § 
obeisance to “the profit motive” by functionaries 
known to hold it in but light regard is quite 
meaningless. 

What, then, is 
the outlook? More | 
and more a funda- 
mental issue is clar- 
ifying itself: the is- 
sue between radi- 
calism and conserv’ 
atism. One sees it 
in the open attack 
of eminent conserv 
atives, including 
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Contrasts in Purchasing 


Power 


Varying Agricultural Conditions and Their Ef- 


fects Upon Prices, Retailing and Manufacturing 


By Frank R. WALTERS 





EST of the Mississippi River, in 

a broad belt five hundred to a 

thousand miles wide, the land 
has been ravaged by unprecedented 
drought. This has been headline news 
in all papers. There have been photos 
of the damage—fields of blighted crops, 
gaunt cattle, dried-up river beds, and 
wind-formed dunes of fine topsoil in 
appearance like the sand dunes along 
the coast. Reams have been written of 
the destitution and of the means being 
taken by the Government to relieve it. 
Market reports have stressed soaring 








of things bought by farmers was esti- 
mated to be 122 per cent of pre-war 
prices. This was interpreted to mean 
“that for the portion for domestic con- 
sumption, the farm price of these seven 
basic commodities plus benefit payments 
had risen to 95 per cent of their pre- 
war ‘parity’.” Note carefully that we 
are talking here about price, not income, 
and that what has been said does not 
mean that agriculture is 95 per cent as 
well off as before the war. Only those 
farmers who have normal crops of these 
particular commodities are in this posi- 








grain and meat prices, events now being 
unmistakably confirmed by the ordinary 
purchaser when paying a visit to the grocer and butcher. 

But as is always the case, it is disaster that receives the 
greatest attention. Little notice is taken of the wide areas 
that have received ample rainfall over the past year and 
have good crops, for which they can look forward to 
obtaining good prices. Let us not over-stress the disaster 
that undoubtedly has overtaken an important part of the 
country, but give it merely what is justified as part of a 
large canvas. Let us look at the agricultural picture as a 
whole and see what it holds of both good and evil for the 
country also as a whole. 

Despite the drought, the country is assured of plenty of 
food. There will be local shortages of certain farm prod- 
ucts, especially stock feed, and foodstuff prices are drifting 
higher. But there will be plenty to eat and prices should 
not rise beyond reason—and this, not because the Govern- 
ment is likely to be able to do anything effective to prevent 
food-profiteering, but because the fundamentals will not 
warrant any great increase in the cost of food. 

More to the point of the present discussion, however, is 
that the farmer, taken as a whole, will have more to spend 
this year than he had last year—20 per cent more, or 
about a billion dollars. The farmer’s unit demand for 
manufactured goods, of course, will not rise in proportior. 
to the increase in his dollar income because the things he 
has to buy now cost more. But even making allowance for 
this, the farmer's real purchasing power will be greater this 
year than last, which is certainly something industry never 
counted on when the drought hysteria was at its 
height. 

According to a report just submitted to the President, 
the price of seven “basic” farm products—wheat, corn, cot- 
ton, hogs, butter, tobacco and rice—has increased 51 per 
cent from the 1910-1914 relationship in 1933, to 95 per 
cent of the same relationship today. This is exclusive of 
benefit payments. Including benefit payments, the price 
of these seven commodities was said to be about 116 per 
cent of the pre-war relationship. At the same time, the price 
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tion. It does, however, indicate much 
progress in ironing out the discrepancy 
between the price of things sold by farmers and the price 
of things bought by them, which has been one of the main 
objectives of the present Administration. It remains now 
only to prevent a repetition of past disastrous over-produc- 
tion which, of course, would undo all the progress made 
toward price-equalization. 

Yet, if the general outlook for agriculture were not as 
bad as it has been painted, it is certain that seldom in our 
history have different parts of the country shown such 
varied status. Conditions vary from excellent, through 
good, to disastrous. This is important and it has the effect 
of making business appraisals on the basis of the general 
picture less valid than is normally the case. No shipmaster, 
having three chronometers, one of which had unaccountably 
gained an hour, would dream of averaging the three. He 
would ignore the one showing great variation and base his 
calculations on the two showing a more normal difference. 
Similarly, a fair picture of business as it depends upon agri- 
culture today can be obtained only by considering separately 
the various regions of the country, and not by averaging 
the very good with the very bad. 

By and large none of the territory lying east of the 
Mississippi River has been able to make serious complaint 
of insufficient rainfall this year. In the northeastern part 
of the country crops have varied from fair to good. The 
outlook for vegetables, including potatoes is for reasonably 
good yields, although perhaps somewhat smaller than nor- 
mal. In certain parts of New England and western New 
York dry weather has effected the production of hay and 
other feeds and, as it is this that is in such demand in the 
drought-afflicted regions, farmers who have not managed 
to raise enough of their own are unfortunately situated. 
The scarcity and high price of feed probably foreshadows 
higher prices for dairy products in the cities of the East- 
ern Seaboard. As profit margins tend to widen on a rising 
price-trend this might be expected to redound to the benefit 
ot the big distributors of dairy products, but the industry 
is now so hemmed in with governmental regulation that 
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such an effect must be considered quite problematical. 
Farmer purchasing power in the northeastern area as 
a whole will be about up to the general average of the 


country, or somewhat better than it was last year. While 
such possibilities as a general textile strike must be taken 
into consideration, it can at least be said that, so far as the 
farmer is concerned, in this territory business generally and 
retail trade in particular should not prove disappointing 
over the coming months. 

In the central Eastern states, New 


benefited through further improvement in sales volume. 
Admittedly, 14-cent cotton on which is tacked a $21-a-bale 
processing tax is not in a particularly good technical posi- 
tion when it comes to consumer demand. But this is 
likely the least of the Southeastern cotton farmer’s worries 
at the present time. He is prosperous now, knows it, and 
is willing to leave future unpleasantness to the judgment 
of a benign Government. 

Moving west of the Mississippi, we come to the drought 
area about which much already has been 
said. The group of affected states in- 





Jersey, Pennsylvania, Maryland, Dela- 
ware, the Virginias and Kentucky, rain- 
fall has been fairly normal. Truck crops 
are good and are bringing good prices. 
Also, this area has been a beneficiary of 
Government rental and benefit payments 
for tobacco, to say nothing of the fact 
that the marketing season for this prod- 
uct has just got under way very auspi- 
ciously with prices higher than has been 
seen in a number of years. However, 
the fruit crop in parts of this area, espe- 
cially peaches, will be short. Even so, 
this is a relatively prosperous region this 








cludes: Texas, New Mexico, Arizona, 
Arkansas, Oklahoma, Missouri, Kansas, 
Colorado, Utah, part of Iowa, the whole 
of Nebraska, Wyoming, Idaho, part of 
Wisconsin and Minnesota, the whole of 
the Dakotas and the greater part of 
Montana. Throughout the whole of 
this great region, crops have been more 
or less devastated. More recently por- 
tions of the territory have enjoyed rains 
and desperate attempts have been made 
to get in late forage crops, for it is the 
lack of feed and the resultant necessity 








year and manufacturers can look for- 
ward to its pulling full weight in the 
seasonal improvement this fall. Indeed, it should do better 
than this, helping to offset the business curtailment that 
inevitably must take place in regions less favorably situated. 

The same may be said for the Southeast. Prospects are 
very good in the cotton belt. There has been ample rain- 
fall. Including cotton, all crops have done well and, owing 
to unfavorable conditions elsewhere, bring better prices. 
Everything seems to have combined to help the cotton 
farmer in this territory. In the first place, the crop in 
Texas, Oklahoma and Arkansas has suffered very severely 
from drought, so that the crop as a whole is short. Indeed, 
it is likely to prove well over a million bales lower than 
the ten-million-bale restriction imposed by the Bankhead 
Bill. If it had not been for a large carryover the price of 
cotton might have soared out of sight; as it is, the price of 
futures are between 13 and 14 cents a pound, compared 
with something under ten cents a year ago. 

There is, moreover, no chance of the price of cotton 
breaking precipitously, for the Government only the other 
day set up machinery so that any farmer who wishes to 
may borrow up to 12 cents a pound on his cotton at 4 
per cent, provided he agrees to abide by any reduction plan 
that may be arranged for next year. In other words, the 
price of cotton is now pegged effectively at 12 cents a 
pound. Nor must sight be lost of the benefits accruing 
to cotton farmers as a result of payments made by the 
Government for acreage taken out of cultivation. Ignor- 
ing these benefit payments, it has, of course, been pointed 
out that a 9,000,000-bale crop at 14 cents a pound involves 
less money than last year’s 13,000,000-bale crop at 10 cents 
a pound. While this is true for cotton producers as a 
whole, it must be remembered that cotton prosperity this 
year is concentrated East of the Mississippi and that this 
is the region of which we are now speaking. 

In Atlanta at the present time, department store and 
retail sales generally are making an excellent showing and 
it is expected fall business will be better than any year of 
the depression, although there is no gainsaying the fact 
that a long drawn-out textile strike would be an important 
adverse influence. Except for this, however, it is in this 
general territory that such Northern manufactures as 
automobiles and household refrigerators which are quick 
to reflect more prosperous conditions may be expected to 
enjoy a good demand. Fertilizer companies should be 
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of slaughtering livestock that has been 
perhaps the worst single manifestation 
of the whole drought. While these late plantings, given 
favorable weather from this point on, undoubtedly will 
ease the situation, neither this, nor the direct relief and 
livestock-buying measures taken by Government can be 
expected to result in good business conditions. The situ- 
ation may be expected to weigh in at least some degree on 
such manufacturing and merchandising centers as Chicago, 
St. Louis, Kansas City and Dallas, as well as the chain 
stores, mail-order houses and oil companies operated out 
of these centers, although the recent rains have lifted both 
sentiment and actual business well above their low points 

In the parts of Minnesota, Wisconsin and Iowa that did 
not receive the full brunt of the drought, farm purchasing 
power ought to hold up well, for in many places a shorter- 
than-normal crop will be more than offset by higher prices. 
Those dairy farmers in Wisconsin, for example, who are 
in the fortunate position of not having to buy very much 
feed, will be substantial beneficiaries of the higher prices for 
dairy products of all kinds. 

Arrived at the Pacific Coast, one encounters another 
region whose agricultural outlook on the whole is at least 
reasonably good. The state of Washington has been virtu- 
ally free of drought conditions, Oregon reasonably free, 
while California has suffered to some extent. Even though 
we have to import some wheat from Canada within the 
next year, it seems likely that the Pacific Northwest will 
export some. There will be good fruit and excellent hay 
crops in parts of this territory, although in those areas that 
kave been hit by the drought it is again the shortage of 
feed that is causing the greatest concern. It would seem, 
however, with excellent yields within a comparativly near 
distance, that the freight on bought feed will be much less 
of a problem than in other portions of the country. 

In California, grazing land has been hit by a lack of 
moisture. It is, however, on irrigated land that the state 
depends for the greater part of its crops in both tonnage 
and value. In some parts of the state, the water supply 
for irrigation purposes has been far below normal, in addi- 
tion to which the lack of natural rainfall has added very 
materially to pumping expenses. Yet even so, the farming 
community in the state as a whole will not fare badly. The 
big canning companies are doing very well owing to the 
upward trend to prices, which has the effect of eliminating 
(Please turn to page 578) 
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Federal Housing Administra- 
tion, it was hoped would lead to vast 
private spending, but it is now feared 
that it was set up too late to make much 
of a splash this year. New housing is 
postponed until next year, and even 
modernization has not got under way 
in time to ride with seasonal practices. 
The last five months of the year are the 
favored months for repairs and im- 
provements. August, of course, went 
by default and the campaign of educa- 
tion and inspiration is just starting; so 
not much can be expected of September. 
All the industries which would profit 
by a large volume of building are co- 
operating energetically and sanguinely. 
While it is too early safely to make predictions, some alarm 
is being expressed because there has been no real rush of 
as yet of applications for modernizing loans. The banks 
say that considering the present dullness in their line they 
would be glad to handle a large volume of modernization 
loans, even though they figure that their net profit on the 
average will not be more than 3.5 per cent. Building and 
loan people are hoping for the best but fear that qualifiable 
borrowers are still afflicted with the super-caution which 
seems to characterize everybody who is a potential borrower 
or lender. 

Failure of the housing administration enterprise would 
be another illustration of one New Deal policy neutral- 
izing another. That is, if the housing program should 
flop it would be the result of the lack of confidence of 
people in the future, which is at least partly attributable 
to fear that the Government in one way or another is 
approaching inflation. 


People ask me why the President doesn’t make some 
public declaration regarding the dollar and inflation which 
would allay alarm. He can’t because his policy is oppor- 
tunistic; he doesn’t know what he intends to do in an en- 
vironment that is so shifting. As for public finance, he 
fears that even greater relief expenditures will soon be 
necessary. He hopes that something will happen to speed 
up the economic machine but he fears that the Government 
may have to carry an enormous load of unemployment to 
the breaking point. Perhaps the President feels that with 
the threat of inflation hanging over the business world it 
may finally undertake reflation on its own account. 

In my opinion it has been certain for some time that 
unless reflation occurs inflation will either occur or be 
dictated. That seems to be the view held by most peo- 


ple of property. 


Radicals in the Administration—and they are every- 
where—rejoice over Upton Sinclair’s victory in California. 
It must be admitted that some who would not like to be 
classed as radicals—and J think the President is one of them 

would rejoice to see Sinclair elected to the California 
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governorship and get a chance to ex- 
periment with his E P I C scheme. 
General Farley can do the party mix-up 
worrying. .It has the good fortune to 
jibe with what has been attempted in 
hundreds of communities during the de- 
pression—to solve unemployment by 
arranging for the unemployed to work 
for each other. The thought is that the 
economic machine, running at the pres- 
ent slow speed, has protected a place, 
say, for 100,000,000 people, leaving 
30,000,000 out in the cold. The active 
group have to support the idle group: 
is it not possible to work out a plan by 
which the latter can support each other? 
Actually, the Federal Government is 
right now embarked on various undertakings which at least 
dally with this idea. In this connection the Federal Surplus 
Relief Corporation will bear a lot of watching by those who 
fear that business will be more or less socialized unob- 
trusively. It is a government corporation (Delaware, of 
course) with almost unlimited producing and distributing 
powers which is quietly, if somewhat uncertainly, making 
a national experiment upon lines similar to Sinclair’s plan 
for California. This corporation is actually using other 
wise idle or partly unused factories to manufacture goods 
for the jobless and is using government funds to liquidate 
surpluses of commodities—butter, hogs, cattle, for instance, 
by purchasing them for distribution to the unemployed. 
A certain amount of employment is given thereby. No less 
than 2,500 sewing rooms are now turning out clothing for 
their “unemployed” workers and idle workers. A 
disquieting phase of this governmental intrusion into 
industry is that some particular private business interest 
is always egging it on. Cotton farmers are delighted to 
see the government absorb 250,000 bales of cotton for 
mattresses, meat packers are more than agreeable to the use 
of their surplus capacity to process foods for F S R C, shoe 
manufacturers are pleased to get an order to turn govern- 
ment hides into shoes, building materials producers are only 
too eager to forward government plans for public works, 
C C C camps, and subsisitence homesteads and the houses 
that go with them. 

Listen to this: The Government is today actually build- 
ing homes and selling them to cashless unemployed peo- 
ple (except as they earn something working on the 
houses which they get) without a cent down. What is 
happening is that the Government is awkwardly and at 
great expense trying to put the unemployed to work for 
each other—to create a subsidiary economic body of the 
people who are the worst victims of the depression. The 
camel's nose under the tent flap is that here is an enor- 
mous business of production and distribution conducted 
without profit. 


National Recovery Administration is now run 
ning into grief at the hands of its friends. Although busi 
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ness brought N R A into existence in an emergency; the 
New Deal may be blamed for keeping it alive. Down and 
out, after four years of desperate struggle, business longed 
for protection against itself. What it wanted was price 
protection and production control, both of which are other 
names for the abolition of competition. But now business 
is beginning to turn cold toward price regulation. Code 
authorities are more and more inclining toward elimination 
of price features. Labor leaders, too, are beginning to think 
that N R A is a boomerang for them, despite the boom it 
kas given to organization of labor. The increased labor 
costs under N R A have given a great impetus to further 
refinements of mechanization, with the result that unem- 
ployment is promoted. Right in the midst of millions of 
idle, industry is finding how to get along with fewer work- 
ers. Just who will be the buyers when everybody is dis- 
placed by machines is a general problem which each em- 
ployer leaves to George, or, shall we say, Frank? The 
situation explains labor’s insistence that as less work is 
required more workers must share it. Labor is making a 
subtle appeal to the taxpaper by pointing out that if indus- 
try does not give more and more employment the taxpayers 
will have more and more doles to meet. Mr. Green, labor 
boss, is putting it squarely up to N R A that since one of 
its policies makes for unemployment it must offset that 
tendency by more emphasis on spreading out what employ- 
ment remains. Spreading out work is a laudable emer- 
gency measure, but at this stage of recovery it is defeatism. 
What we need now is not less work at higher pay 
but more work at higher pay. It is better to care for 
the idle at public expense, and encourage the economic 
machine to speed up, than to slow it down to help the 
idle. 


War Between Codes isa novel feature of our present 
great adventure in planned economy. Just as we formerly 
had group competition, as dis- 


tory enforcement measures. Another source of discourage- 
ment to the hard-pressed code authorities in some groups is 
the gradual disillusionment regarding the much touted home- 
rule of industrial groups. Many, many authorities felt a 
surge of sympathetic feeling when they read the fulmination 
of the retail fuel dealers authority as it resigned in disgust 
with bureaucratic tyranny. 

General Johnson is the one hope of the powerful 
business groups that swear by the code idea, but his 
power is waning; and when he passes, whether literally 
or in fact, price stabilization will go. 


A lesson that it will long remember has been taught 
to dumb business. The essence of capitalism is competition 
—when competition is strangled or anesthetized capitalism 
ceases to be a vital system. My hunch is that in the end— 
if we do not go socialistic—government will quit all at- 
tempts to control prices except those which originate in 
criminal efforts to assassinate a competitor, and that govern- 
ment as well as the bulk of business will go back to the 
anti-trust laws and the encouragement of decentralization. 


Government support of strikers is something new 
which has come to pass under the sun. Notwithstanding 
his brave words to the effect that strikers would not have 
relief assistance, Harry Hopkins has virtually conceded that 
a man out of a job is a relief case even if he put himself 
out. It is well known that the striking longshoremen on the 
Pacific Coast got on the relief rolls and it is certain that 
the textile strikers will be there when they wish to be. A 
strike is a battle of endurance in which the employer pits 
his ability to endure losses against the employee’s ability to 
stand separation from the payroll. It’s a cruel and bar 
barous way to settle differences, but it is the code of the 
times, and it is certainly the business of the Government 
to keep out of the contest except to enforce personal and 
property rights so long as it 
can’t establish a better meth- 





tinguished from competition 
within a trade group, we now 
have bitter rows between code 
authorities. Coded industries 
are chiseling other coded in- 
dustries. Price control is slip- 
ping in some industries because 
code members of other indus- 
tries are encouraging it. Pro- 
tected prices for one’s own 
product is a grand and noble 
thing but not so admirable as 
applied to the materials one 
must buy. I could name names 
and instances, if the obligations 
of confidence permitted. 


changers. 

Business in some lines is 
being retarded at present by 
the general feeling in the busi- 
ness world that N R A price 
control is approaching dis- 
solution, involuntary if not 
voluntary. Buyers are waiting 
like vultures for a dying ani- 
mal. And yet chiseling is — — 


Administration Washington still believes that 
if the demand for consumption goods can be 
kept up the heavy industries will finally have to 
join the procession. Upton Sinclair told the 
President that this depression was primarily 
a producers goods’ surplus depression and 
therein different from all previous depressions, 
but there is no evidence that the words of a 
radical friend made any more impression on 
the President than like words from the money 


Capital, I repeat, is going to will to go to 
work on the President’s terms (Securities Act, 
etc.), or else, unless Uncle Sam does not bust 
first, the Government will virtually take over 
the control of bank credit. 


od. There are some intima- 
tions that in the case of a 
purely wanton strike no help 
will be given to men who make 
themselves idle. Who is going 
to decide what is a wanton 
strike? Not the courts, but 
some bureaucrat. The princi- 
ple is just the same, whether 
the employer or the employee 
is favored. Liberty is abridged. 
The right to strike is threat- 
ened just as much as the right 
to oppose a strike. 


Better business may and 
probably will be this fall, re- 
gardless of the complete en- 
snarlment of government and 
business, waving monetary and 
financial courses, and the re- 
sulting confusion. Business 
could be made 100 per cent 
prosperous if, and so long as, 


saunas government would make up 





so prevalent in the many-unit 

industries that in some of them the chiselers can fill all the 
orders the market affords. I am definitely informed that 
code minimum prices are disregarded by 80 per cent of the 
firms in one code group. Code authorities are getting desper- 
ate. Attacked in front by the chiselers, they allege that NR A 
is shooting them in the back with absurdly futile and dila- 
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the slack in purchasing power. 
Undeniably business is currently as good as it is because 
of what the Government is doing for buying. 

During the coming fall and winter the Federal Govern- 
ment will pour out more money for relief, loans and 
public works than ever before, if exception be made of 

(Please turn to page 580) 
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Snapshots of “Utopia” 


Recorded and Developed Out of Eye-Witness Accounts, Of- 
ficial Documents and Impressions Gathered on a Recent Journey 
to Russia by the Publisher of THz Macazing oF WALL STREET 


Scene: A road outside 
of Belgorod, in the Ukraine. 
There is a corpse in the 
cart and the starving horse 
is down, too weak to rise at 
the urging of two emaciated 
peasants. The three peasants 
had gone to the collective 
farm to beg grain and had 
been ordered away at the 
wave of a soldier's rifle 
One had died on the return 
journey. Now the horse was 


dying. In the previous 
season they had harvested 
enough crops for their 


needs but Red soldiers had 
requisitioned the bulk of 
their harvest. In their vil- 
lage many had starved. 


HIS is Russia of the 

Soviets. It is typical. 
Official propaganda 
to the contrary notwith- 
standing, between 4,000,000 
and 6,000,000 persons have 
starved to death in -Russia 
in the past eighteen months. 


By H. M. Tremarne and Georce BERKALEW 








This article does not purport to discuss the philos- 
ophy or merits of Sovietism nor to survey the Rus- 
sian economy as a whole under the Dictatorship of 
the Proletariat. We present rather a series of views 
of Russian life and activity in various fields in com- 
parison with conditions under the rule of the so- 
called barbaric Czars. Has the individual lost or 
gained through Sovietism? That is what the world 
is asking. Are people generally better off under a 
Democratic government where the productive ca- 
pacity is privately owned and the government acts 
as the arbiter in behalf of all the people, standing 
between them and exploitation by any group; or— 
under a Dictatorship of the Proletariat as exists in 
Russia,—where the government itself has control 
of the productive capacity of the country and is di- 
rectly the employer, the capitalist and the adminis- 
trator of the nation’s activities? Such questions in 
the present day of “leftist” and radical tendencies 
are significant to all of us. It is in the hope of pro- 
viding an answer that the following group of studies 
was made.—Editor. 


than were his serf ancestors. 
Indeed, Soviet collective 
farming is a reversal of prog: 
ressive tendencies that were 
developing with consider. 
able rapidity in Russian 
agriculture before the war. 
Collective farming involves 
the transitory shifting of 
farmers from one plot of 
land to another, the lack of 
permanent ownership being 
naturally followed by a 
human lack of incentive to 
improve and develop. The 
peasant neglects the state: 
owned tractor or horse, but 
forages to the best of his 
ability for the cow he is 
permitted to own. 

In living conditions, in 
profit and in general well- 
being, the peasant is much 
worse off than before the 
revolution. For taxes and 
upkeep he must turn over 
to the government and the 
collectivist organization 
from 40 to 50 per cent of 


his products at prices not 





The estimate rests upon a 
check by reliable foreign ob- 
servers in village after village in the Ukraine and other 
agricultural sections showing fully a 10 per cent decimation 
of the population. 

It is not a calamity of nature, but the ruthless terrorism 
of a government far more despotic than that of any Czar. 
Moscow feels it necessary to force collectivization on 
‘120,000,000 peasant farmers as part and parcel of the long- 
range planning of Soviet bureaucracy. In 1922 rural Russia 
almost starved urban Russia. Now the tables are turned. 
The kulaks—prosperous farmers—have been liquidated, 
either at the hands of firing squads or by shipment to forced- 
labor projects in Siberia and elsewhere. Far more have 
been exiled than were ever exiled under the Czars. As for 
the remaining peasant individualists, let them starve if they 
will not join a collectivist farm or work on the State farms. 
Besides, their produce is needed to feed urban workers 
engaged in the grandiose, but faltering, plan of hot-house 
industrialization, and to pay for needed imports of in- 
custrial equipment. 

What has Communism done for the peasant? Plainly 
it has not given him ownership of his land, which he was led 
to believe would be the result of the revolution. So far as his 


individual liberty of action is concerned, he is no more free 
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only below free market 
quotations but below actual production cost. Under the 
most favorable conditions the collective farmer earns a 
maximum gross profit of 1,500 rubles a year. After he 
has paid all the charges imposed, there is scarcely enough 
left to buy a new pair of boots. 

At mid-June, according to the newspaper “Izvestia,” 
only 1,607 out of a total of 12,280 reapers and binders 
had been repaired for utilization, less than 14 per cent of 
the scheduled program of overhauling agricultural machines 
had been achieved, and only one-fourth of available tractor 
and horse rakes were serviceable. The output of agri- 


cultural implements and tractors in Soviet factories has | 


declined consistently during the past year and at present is 
20 per cent below the corresponding period of 1933. 

Because of the enforced lag in seasonal farm activity, as 
well as of inadequate and inefficient labor, unfavorable 
weather has proved abnormally destructive. Careless culti- 
vation, faulty ploughing and poor quality of seed have 
wrought incalculable destruction. The price of bread, al- 
ready exhorbitant, is steadily rising. It will be another 
hard winter for the peasant. 

Let him take what comfort he may out of the dictator's 


assurance that suffering is but temporary, that it must be [ 
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nobly borne and that, in any event, he is much better off 
than he was under the Czar! 


As to the latter point, let us see. Following emancipa- 


' tion of the serfs in 1861, the peasant was free to cultivate 
| the land assigned to him, though he did not own it. Aside 


from normal taxation, he was free of interference from the 
government or the former land owners, and was free to 


| sell his products at the fair market price. Agrarian organ- 


jzation centered around local rural communes—ancestor of 
the collective farm. Land was assigned in proportion to 
the size of the peasant’s family, holdings being subject to 
So meticulous was the division that one 
family would often farm as many as a hundred separate 
strips of land no wider than a scythe. The method natur- 
ally proved inefhcient. 

Accordingly, in 1906, Czar Nicholas II instituted a great 
agrarian reform, fostering abandonment of the community 
system for independent farm ownership. Peasants were 
offered such inducement as agricultural credits and choice 
acreage. By 1913 there were 3,000,000 privately-owned 
farms and by 1916 applications for private farms amounted 
to 6,000,000. Not only was there a progressive transition in 
the organization of agriculture, but the large estates owned 
by the aristocrats had been reduced by 47!/2 per cent and 
under capitalistic operation of the farms the average yield 
was 20 per cent higher than under the communal system. 

In short, the peasant has not moved forward under Com- 
munism, but back toward serfdom, inefficiency and a living 
standard no better than, if as good as, that of the Indian 
or Chinese farmer. That he and the “liquidated” kulaks 
did not like it is strik- 
ingly shown in their 
wanton and despair- 
ing slaughter of live- 
stock. The official 
figures show that be- 
tween 1928 and 1932, 
the number of horses 
in Russia declined 
from 33,500,000 to 
19,600,000; cattle 
from 70,500,000 to 
40,700,000; sheep and 
goats from 146,700,- 
000 to 52,100,000; 
and hogs from 25, 
900,000 to 11,600,- 
000. 

Such is agricultural 
“progress” under the 
Soviets. 


Scene: A Moscow 
street. Ivan Petronov, 
shock-troop laborer on 
the new subway proj- 
ect, squeezes himself into an already over-crowded tram 
car. The passengers grumble good-naturedly. A shiny 
Lincoln glides by, siren shrieking. In it three bureaucrats 
recline at ease. “I am the boss,” remarks the ill-clad Ivan 
in sardonic Russian humor. “There go my clerks.” 


Sovfoto 


There are 3,500,000 people in Moscow, against 1,600,000 
before the war; but there has been no proportionate in- 
crease in construction. Only the bureaucrats and a favored 
few with pull have more than cubby holes for living quar- 


ters. For even the poorest and most unsanitary quarters 
there are waiting lists. Ivan Pet: He is a 
skilled and energetic worker. He aper rubles 
a month. He and his wife, in a_ shirt 


for SEPTEMBER 15, 1934 





Harvest Workers 


factory, enjoy an “apartment” of one room to themselves. 

Ivan also is premitted to buy a good seat at the theater, 
where a propaganda play extolling the virtues of Com- 
munism is the usual fare. Beyond this, Communism has as 
yet done nothing for him. His scale of living, by any civil- © 
ized standard, is appallingly low. His wage, paid in con- 
stantly shrinking paper rubles, is scarcely sufficient to keep 
body and soul together. He has, of course, a food card, 
which is supposed to permit him to buy certain products at 
reduced prices in state co-operative stores. But more fre- 
quently than not the co-operatives have run out of the 
things most indispensable to life. Ivan, therefore, is forced 
to patronize the so-called commercial stores. These are 
owned and operated by the Soviet Government, have much 
better stocks of goods than the co-operatives and sell at free 
market prices. The exhorbitant level of these prices, in 
comparison with the average worker's salary of 90 to 100 
rubles a month is indicated by the following typical quota- 
tions: one pound of beef, 10 to 14 rubles; one potato, 40 t 
50 kopecks; one pair of shoes, 150 rubles. 

To make matters worse, payrolls have a way of being 
delayed by weeks or months. The newspaper “Pravda” 
recently stated: “In the tractor plant of Kirsanovo the de- 
lays in the payment of salaries have become systematic, ex- 
plained by officials to the lack of available money. Where 
has the money gone? The plant has used 70,000 rubles t« 
buy replacement parts for tractors and agricultural ma- 
chines. At the same time, not only is there a great in- 
adequacy of replacement equipment, but the spare parts 
purchased prove mechanically defective.” 

Similar complaints 
appear over and 
over again in the 
Soviet press, which, 
although under rigid 
government control 
and unable to dissent 
in any respect from 
the principles of Com- 
munism, is permitted 
wide leeway in what 
the Communists cal! 
self-criticism — criti 
cism of the execution 
of Communist _ poli- 
cies, justified on the 
ground that it speeds 
up the tempo of in- 
dustrial and agricul- 
tural reconstruction. 

Labor is badly 
trained, badly directed 
and suffers in innum- 
erable ways from the 
inefhciency, waste and 
graft with which pub- 
lic funds are administered. It is utterly unable to render 
the services called for by government planning. It is dissatis- 
fied, but can not strike; for insurrection is instantly crushed 
by imprisonment or more drastic “liquidation.” It has no 
leaders and, of course, no unions. 

It need hardly be said that the worker’s present deplor- 
able status is not what the revolutionary leaders promised 
him. Let us go back to the days when the Soviet autarchy 
felt less confident of its power and when it was promising 
a workers’ Utopia. 

One of the first decrees of the Communist Government, 
issued November 14, 1917, provided: 

“Control shall be exercized by the workers in each under- 
taking as a whole through the medium of their duly elected 
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representatives, working in conjunction with the delegates 
appointed by the salaried employees and technical staff.” 

By March, 1918, Larin was saying to the Supreme Eco- 
nomic Council: “In the beginning workers’ control was 
tried. This experiment did not succeed.” And at the 
Third Congress of Economic Councils in 1919, Lenin, mas- 
ter revolutionist, said: “Experience proves, on all sides, that 
the more perfect the organization of a state becomes, the 
more restricted is the collective principle.” 

Let us put Lenin’s 1919 statement in plainer language. 
He said, in effect: “You to whom we have promised liberty 
and equality must, as a matter of fact, subject yourselves to 
the absolute domination of your superior, who, in turn, 
must be dominated by one still higher; and you must also 
accept a wide inequality of reward in recognition of the 
fact that human abilities vary.” 

Certain it is that the Lenin policy thus enunciated has 
been ruthlessly followed. Under his successors the “collec- 
tive principle” has steadily become “more restricted.” There 
is wide discontent, for there is no minimum wage and some 
workers get ten times as much as others. They can do 
nothing. It is no longer necessary for the government even 
to make them promises. It has entrenched its power behind 
the force of the Red Army, efficient, well-fed at the expense 
of both farmer and 
laborer, and_ thor- 
oughly _ propagan- 
dized in Communist 
principles. 

After seventeen 
years of Communism, 
Russian labor would 
appear as far from 
Utopia as it was under 
the Czars. Between 
Czar and absolute dic- 
tator the difference is 
merely in words. Of 
the two, the dictator 
happens to be the 
more ruthless, the less 
concerned with hum- 
an liberties and rights. 


Scene: The Seven- 
teenth Congress of the 
Communist Party. 
Molotov, chairman of 
the Council of Peo- 
ple’s Commissars, is 
speaking on “The 
Tasks of the Second 
Five-Year Plan.” By 
the end of this period, 
he says, the output of 
industry will comprise 
78 per cent of the 
gross output of the 
national economy, and 
Russia will have 
achieved the level of 
the most advanced 
industrial countries of 
the world. 


Certainly an ambi- 
tious promise! But 
before examining the 
facts let us listen a bit 
further to Molotov 
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Russia’s Transition: 


Notice Everybody Is in Rags Except the Agitator Who Is Now the 
Government Official Running the Show 


himself and to Orjonikidze, People’s Commissar of Heavy 
Industry, to learn of Communism’s criticisms of itself. At 
the same Congress, Orjonikidze said: 

“If for instance, an American worker can produce four 
rubles’ worth during a certain time; a Russian worker will 
produce one ruble’s worth during the same time. That is, 





the efficiency of an American and a Russian worker are inf 


the ratio of four to one.” 


He adds that “the amount of § 


metal used up in our plans is atrocious—often 20 to 30 perf 


cent is wasted in drilling.” 
The remedy? Greater devotion of the worker to the 
state, argues Orjonikidze! Not by any chance a gradual 


evolution over many generations such as converted America F 
in a century from an agrarian-debtor country to an indus 


trial-creditor country. 
At the same Congress, Molotov said: 


“The task facing us is to raise the productivity of labor 


in industry in the Second Five-Year Plan by 63 per cent 
and to reduce the cost of production in industry by 26 
per cent.” 

Capital invested in industrial construction during the first 
Five-Year Plan amounted to 24.8 billion rubles, of which 
21.3 billions were invested in heavy industry. Only 14 
per cent of the total, therefore, was spent to provide for 

the immediate con: 
sumption needs of the 


Stalin’s statements in 
January, 1933, this 


was deliberate 
necessary in the ab 
sence of large loans 


sential if military se 
curity and economic 
independence were 
to be ultimately 


achieved. 
Considering the 
heavy _ investments 


made and the length 
of time which has 
elapsed, the results in 
practically all fields of 
economic activity have 
proved 

pointing. 


as 90 million rubles 
were spent on the ex: 
tension of the Briansk 
metallurgical 
the output of this 


684,000 tons of pig 
iron, declined in 1931 
to 637,000 tons with 
the corresponding 
drop. throughout 
1933. Production of 
ore fell from 8.1 mil- 


1932, reaching ap’ 
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ignificant Foreign Events 


By Gerorcz BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


As the World Turns 


The vaguely perceptible upturn in 
general world economic conditions evi- 
denced during the past year, in the 
main is flattening out. This is attributed 
by optimistic observers to normal sea- 
sonal influence, but in reality reflects 
the aggravation of underlying political, 
commercial and financial disorders. 

Great Britain may be described as 
having reached the pinnacle of her 
prudently manipulated climb toward 
recovery. The policy of curtailing 
foodstuffs and raw material imports 
not only correspondingly reduces pur- 
chasing power of foreign markets, but 
has tended to engender an upward trend in the price of 
commodities: and manufactures destined for domestic dis- 
tribution, thereby definitely limiting insular consumption. 
It is apparent, therefore, that although domestic production 
operates on a satisfactory comparative basis, further stimu- 
lation of activity in this direction can hardly be 
accomplished. 

The textile industry remains stagnant, with German 
yarn imports rigorously controlled, and apart from India, 
there is negligible demand for piece goods in other overseas 
outlets. Furthermore, coal exports representing a signifi- 
cant factor in British economy have been hard hit by 
French quota restrictions. At the same time, the artificial 
stimulation of agricultural activity within the British Isles, 
with the inevitable curtailment of foodstuffs imports, will 
unquestionably produce repercussions in the former export 
markets for British goods, such as the Argentine, Scandi- 
navia and the West Indies. 

The outlook in Germany for the winter months is despair- 
ingly hopeless, while general business conditions in the gold 
bloc countries are definitely in retrogression. 

On the bright side of the picture, reports from Scandi- 
navian countries indicate that business activity has been in 
general satisfactorily maintained, while the rise in com- 
modity prices is reflected in the improved economic condi- 
tions in Latin America, notably Argentina, Brazil, Chili 
and Uruguay. 

The industrial expansion of Japan continues unabated, 
although its political isolation and dumping policies may 

well occasion a world-wide enactment of more stringent 
legislation against the importation of Japanese goods. 

Russian-Japanese friction in controversial Far-Eastern 
territory concerning rail equities and other property rights 
is construed as a cloak of diplomatic respectability for 
Japanese imperialism. Russia’s frantic striving for economic 
survival will countenance otherwise insupportable prods 
and pricks of Japanese antagonisms, but an invasion of 
the Soviet eastern front would represent a casus belli. Such 
an eventuality is not considered imminent, for the reason 
that Japan, marking time, parries for a revised ratio of the 
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approaching naval conference and 
shrewdly awaits the possibility of a 
German or Polish encroachment in the 
Ukraine, to deflect the force of Rus- 
sian concentration in Manchuria. 

China robbed of her rich northern 
provinces, harrassed by  banditry 
coupled with the devaluation of the 
yen and the dollar, finds her interna- 
tional trade declining. On the other 
hand, her tangible commercial deficit 
due to curtailed imports, has been re- 
duced 36 per cent during the first five 
months of 1934, as compared with the 
corresponding period of last year. 
China is drained of capital and per- 
haps represents the only country ripe 
for foreign investment, although the recent export of silver 
reflecting Roosevelt’s latest monetary policy has created an 
inauspicious financial situation. Any rise in world com- 
modity prices will primarily benefit Chinese economy. 

Foreign observers almost unanimously forecast a flagging 
in general business conditions in the United States during 
the coming months and the uncertainty concerning the 
Administration’s monetary policy constitutes an additional 
factor tending to becloud the international economic 
horizon. 

Thus, it may be concluded that the movement toward 
recovery at least has been momentarily arrested and further 
progress cannot be anticipated until the process of further 
currency devaluation has spent its course and some basis 
of world monetary stabilization will at last be established. 


* * 


W orld Finance 


During the past few weeks the pound sterling has been 
sagging to new low levels attributed in part to liquidation 
on behalf of foreign accounts, to supply additional working 
capital for commercial purposes required at this season of 
the year. Fundamentally, however, the decline in the 
sterling rate is due to the increasingly aggravated condition 
of British foreign trade. Efforts to control fluctuations in 
the pound have been recently relaxed apparently due to 
recognition on the part of the Equalization Fund Adminis- 
tration, that the former strained pegging policy proved not 
only excessively costly, but unwarranted in view of recent 
adverse developments in the English commercial situation. 
At the same time, information has been received from reli- 
able informants, that not only individuals but commercial 
and industrial enterprises are accumulating gold stocks in 
London to hedge possible depreciation of fixed assets, par- 
ticularly in the gold bloc countries. Furthermore, there is 
considerable evidence to substantiate the fact that short 
dollar accounts have increased to sizable proportions. At 
the same time, due to the uncertain political situation in 
Europe, should the Roosevelt Administration determine to 
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stabilize the dollar at a fixed rate, 
a large amount of foreign capi- 
tal would be attracted for invest- 
ment in the United States securi- 
ties and commodities. While 
there is still a possibility of furth- 
er devaluation of the dollar from 
59.06 cents to 50 cents, possible 
appreciation of security values is 
not considered sufficient induce- 
ment to offset potential monetary 
depreciation. 

The already gloomy prospects 
of British trade would be further 
impaired through competition in 
foreign markets by the surrender 
of anyone of the gold bloc coun- 
tries to a policy of currency de- 
valuation. It has been definitely 
established, through confidentia! 
sources, that the governors of the 
Bank of France are categorically 
opposed to any form of franc 
devaluation. On the other hand, 
the situation of the French Trea- 
sury is becoming increasingly 
precarious and, although the 
budget is balanced on paper, the 
government will not be able to 
meet current obligations to the 
end of the year. Consequently, 
there is reason to anticipate that 
France will be forced to repudi- 
ate specific debt payments during 
the interval. Meanwhile, the 
Ministry of Finance insists that 
no departure from the price de- 
flationary program is contem- 
plated, but this statement is based 
solely on the contingency that the trend of world prices 
will increase sufficiently during the near term, to shrink 
the spread between the French domestic prices and external 
prices to a point which will keep France’s financial head 
above water. If this fails inflation is inevitable. 

Another factor having a direct bearing on the financial 
situation is the very real possibility of renewed political 
demonstrations in the Place de la Concorde. An investiga- 
tion into the Prince murder and the airing of the dirty linen 
of the radical socialist crowd will, unless strong measures 
are taken, produce a repetition of the fireworks of last 
February. To quote a pertinent phrase recently pronounced 
by a prominent politician: “Inflation means bankruptcy— 
and bankruptcy means revolution.” Both the veterans and 
government employees are vigorously protesting against 
salary reductions, without a concomitant lowering in the 
standard of living, particularly in the face of flagrant tax 
evasions and undiminished military and civil expenditures. 
Thus the situation in France as it develops during the next 
few months is fraught with uncertainty. 

Closely linked with France, as a member of the gold 
bloc, is Holland, considered by banking opinion to be the 
weakest financial point in Europe. Like the Swiss franc, 
the guilder still remains untainted by depreciation but for 
this reason occupies a particularly disadvantageous position 
in foreign exchange markets. With the guilder valued 
at 60 cents, Dutch export business is paralyzed and 
the government is continually confronted with insistent at- 
testations from the East Indies that competition with coun- 
tries of depreciated currencies is rendered impossible in 
this quarter of the globe. 


Wide World Photo 
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Mussolini has irretrievably inserted his finger in 
the Austrian pie and whether he will pull out 
a plum is a matter of conjecture 


Since Dutch and Belgian bank- 
ers are on intimate terms with 
directors of the Bank of Interna- 


financial programs. For this rea- 


the Luxemburg and Holland de- 
serves serious consideration. This 
possibility is further supported 
by the fact that, since the death 
of King Albert, the tendency has 
been for France and Belgium to 
become further alienated. In this 
connection, there are evidences 
that a similar economic union 
with the political complications 
involved, is brewing between Aus- 
tria and Hungary. The signif- 
cant point must not be over 
looked, however, that should Hol- 
land abandon the gold standard, 
Belgium and Switzerland would 
inevitably follow suit, leaving 
France alone in an_ untenable 
monetary position. 

In Germany, Dr. Schacht re- 
spected for his ability but re 
garded with certain justifiable 
suspicion by international bank 
ers, now occupies the key posi- 
tion in the present order. Not 
only does he possess supreme 
power over the financial destin- 
ies of Germany, but as a result 
of import regulations enacted, 
his post of Minister of Economy 
invests him with authority to direct foreign trade policy. 
His presence in the midst of the unscrupulous Nazi leaders 
lends a modicum of stability in a nation whose recent 
actions beggar a sane interpretation. Undeniably, Dr. 
Schacht also has been sufficiently canny to conceal a con 
siderable amount of foreign exchange, mysteriously un 
accounted for, and his balance sheet grossly under-esti- 
mates Reich bank gold reserves. Superimposed on_ this 
censervative foundation, Hitler continues to employ his 
steam roller methods to crush the will of the people to an 
extreme, which must inevitably dramatize the predictions 
of Goethe that “human nature can be unbelievably op- 
pressed and debased, but it never allows itself to be con: 
guered or annihilated.” 


Austria 


In spite of the political upheaval in Austria and uncer: 


tainty regarding the future destiny of Austria’s position as 


a world power, a revival in economic activity has been 
manifested during the last few months. Utilizing aggres- 
sive methods of commercial initiative. Austria deprived of 
its natural trade outlets in Germany has used ingenious 
methods of salesmanship to create a demand for its prod- 
ucts in other countries, notably Poland and Yugoslavia. 
Divorced from its normal commercial affiliations, Austria 
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What Bond Policy Now? 


Extensive New Government Financing 


an Important Factor in Present Market 


FTER reaching a new high level 
A in the second week of July, the 
bond market as measured by THE 
MaGAZzINE OF WALL STREET'S bond 
averages, receded several points fol- 
lowed by a brief recovery and, more 
recently, a tendency to mark time. 
United States Government issues and 
high grade corporation bonds began to 
experience declines late in July, after 
having sold at levels which reduced 
the average yield on long term Trea- 
sury bonds to about 23%4% and 
on high grade corporate issues to less 
than 3.90%. In the face of the 
unprecedented supply of investment 
funds and the comparatively small vol- 
ume of new offerings, outside of Gov- 
ernment issues, it is dificult to avoid 
the conclusion that fears of inflation, 
again invoked by such developments 
as the nationalization of silver and the 
continued expenditure of huge sums of 
Government funds, have been respon- 
sible for the nervousness in the bond 
market. 
Accepting this conclusion, the ques- 
tion naturally arises, “Is the threat 
of inflation more serious than it was 
six months ago”? Probably not, but 
most certainly the interim events 
have done nothing to mitigate the 


| fear of it. 


Inflation is a term which lends 
itself to rather broad application, 
but from the standpoint of the bond- 
holder it is any condition which re- 


| duces the value of his investment in 
' terms 


of purchasing power, al- 
though not necessarily affecting the 
dollar and cents value of either the 
income or the face value. As yet, 
such loss of purchasing power as has 
been suffered by the bondholder has 


been the result of rising living costs, 


ably lower than the 1929 standard. 
As a matter of fact such quasi-infla- 
tion as has occurred has aided bonds, 
particularly second grade and specu- 
lative issues. 

Probably the greatest damage 
from the implications of inflation 
has thus far been inflicted upon 
public confidence. This contention 
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By J. S. Witirams 


finds tangible expression in the financ- 
ing policy pursued by the Government. 
The Government by means of the con- 
fiscation and _ revaluation of gold, 
devaluation of the dollar, expansion of 
credits and the stifling of other invest- 
ment markets through the Securities 
Act has made available to itself an un- 
precedented amount of credit at the 
lowest rates in history. Yet in the face 
of this condition, the great bulk of the 
financing undertaken by the Govern- 
ment over the past year or more has 
been through the medium of short 
term notes on which the actual return 
was so low as to seem ridiculous. 
While it is true that the Government 
has financed itself at a cost of but little 
more than nominal, it has in effect 
merely postponed the payment of its 
obligations for a brief period and de- 
ferred the issuance of long term securt- 
ties. 

The failure of the Government to 
take advantage of the exceptionally 
low interest rates at this time to sell 
long term bonds cannot be attributed 
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to any lack of desire to do so on the 
part of Treasury officials. The answer 
is simply that market conditions do 
not permit long term Government fi- 
nancing. Short term funds are a glut 
on the market but long term funds 
continue to show marked timidity. 
Doubtless the bankers and public have 
not forgotten that in the years 1920 
and 1921 Liberty Bonds sold at a sub- 
stantial discount, and with the banks 
already holding at least 50% of 
the Government bonds sold during 
the past year or so, their attitude 
in the present circumstances is un- 
derstandable. 

What is needed more than anything 
else at this time, to enable the Govern- 
ment to embark upon a sound long- 
term financing program and permit the 
banks to reduce substantially their 
portfolio of Government bonds, is 
definite and unqualified assurance that 
money experiments are at an end. 
Should this be forthcoming there is 
little doubt that the Government debt 
could be soundly financed, without re- 

sort to currency inflation, notwith- 
standing the unprecedented size of 
this debt or the heavy expenditures 
scheduled for the future. Public 
participation on a generous scale 
could probably be taken for granted 
and the effect upon the entire bond 
market would without question be 
highly favorable. 

On September 15, $525,000,000, 
1Y%4% Treasury Certificates ma- 
ture and on October 15, $1,200,- 
000,000 called Fourth Liberty Loan 
must be paid off. In view of the 
unusually large size of this conver- 
sion operation, more than ordinary 
interest was shown in the manner 
in which the Government would 
meet these obligations. It was gen- 
erally expected that the maturing 
Certificates would be\exchanged for 
another short term issue bearing the 
same rate of interest, but early in 
the year the belief was held that 
holders of the called Fourth 44's 
would be offered the privilege of 
exchanging for a long term issue 

(Please turn to page 576) 


553 











HE MacazINE OF WALL STREET'S Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 


by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration; while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 
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Company debt issue ~ ~ — Yield to COMMENT 
(mil’ns) (mil’ns) “1932 1933 Callt Recent Maturity 
Baltimore & Ohio R. R. 
ec ac ob pb ee seen ee see 606 157 8 1.0 105 101 3.9 Better grade issue. 
Ref. & Gen. «24 a 606 242 .8 1.0 105 69 7.3 fae to issue above. 
se eee 606 63 .8 1.0 105 ’36* 55 9.0 unior to two issues above. 
* Southwestern Division 5 ee 606 45 .8 1.0 105 °45° 92 5.8 
Pitts., L. E. & W. V. Syst. Ref. 4s, ’41.. 606 53 8 1.0 100 97 4.5 All three issues are about of the same good 
Toledo-Cin. Div. ist & Ref. “‘A’”’ 4s, 59. 606 23 .8 1.0 102% 79 5.6 grade. 
Buffalo, Roch. & P. Cons. 4's, '57....... oe 29 NC 64 7.9 Reasonably sound. 
Chicago & Alton Ref. 8s, 1949............ ro 45 NC 53 8.6 Second class. 
Chicago Union Station Co. 
ge ad ee so 60 vane ; 105 107 4.1 Guarantors include strong —_ Mortgage 
position also good. High 
Guaranteed Be, TOM... «on ccccsvcsaccese 67 7 105* 107 4.1 Similarly guaranteed as issue yn li but not 
mortgage secured. 
Cin. Union Terminal ist “A” 414s, 2020..... 36 36 cae ; 10714 °35* 107 4.2 Guarantors include the B. & O., the C. & O., 
Norfolk & Western and Pennsylvania. 
Lehigh Valley R. R. 
RAISE a a a a 92 5 5 .6 NC Better grade investment. 
Cons. 6s, irredeemable................+. 92 13 5 6 NC ie unior to issue above. 
Gen. Cons. ia ies skank 6% a 0 92 72 6 .6 NC 55 7.3 unior to two issues above. 
Lehigh Valley Ry. Ist 4)4s, 1940.......... 92 15 .5 .6 NC $7 4.8 Good caliber bond. 
Lehigh Valley Term Ry. ist 5s, 1941...... 92 10 5 .6 NC 105 4.2 Secured by valuable property. 
Lehigh Valley Harbor Term Ry. ist 5s,’54. 92 10 5 .6 105 ’44*° 101 4.9 Good grade. 
Missouri-Kansas-Texas R. R. 
DE Ne od SO eee 107 62 1.0 8 105 76 7.0 Reasonably good bond. 
Re peeeees “A Ga, BOOT. ..w 0c cccceccces 107 14 1.0 8 100 37 13.5§ Junior to issue above. Interest cumulative, 
but contingent. 
ey ee eee 107 39 1.0 8 NC $0 4.5 Underlies issues above. 
N. Y., N. H. & Hartford R. R. 
BET ens BOGE, BOT sc oes cvccuansesee 256 83 1.0 ~ f 105 ’37* 50 9.4 4 — equally secured. No more than 
fair grade. 
Non-conv. Deb. 4s, 1956................. 266 50 1.0 -7 NC 46 10.2 Equally secured with ist & Ref. bonds. 
Dk ob not c's sine an 006 256 18 1.0 | 105 70 18.4 Secured pledge $28,000,000 ist & Ref. 6s 
Conv. Deb. 6s, 1948..... jhiekswsabececse 256 39 1.0 7 NC 62 11.5 Equally secured with ist & Ref. bonds. 
 - | ee 256 15 1.0 af NC 39 10.2§ Unsecured by mortgage. Semi-speculative. 
* Harlem Riv. & Port Chester Ist 4s, ’54.... 256 15 1.0 7 NC 96 4.3 Better grade investment. 
Central New England Ist 4s, 1961........ 256 13 1.0 * 105 77 5.6 Of good caliber. 
New England R. R. Cons. 4s, 1945........ 256 18 1.0 ef NC 78 6.8 Reasonably good issue. 
Guaranteed Issues 
N. Y., West. & Boston ist 444s, 1946....... oe 19 110 839 11.5§ Bond is speculative on its own merits. 
New York, Ontario & Western Ry. 
AE ES ere 30 20 1.5 1.2 NC 59 6.8 Medium grade. 
NS oes Ss in bk wing wince 9 1010 05 30 9 1.5 1.2 110 53 9.0 Junior to issue above. 
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Brooklyn Edison Gen. “A” 6s, 1949......... 67 56 4.8 4.4 105 108 4.3 Of the highest grade. 
Columbia Gas & El. Deb. 5s, 1952.......... 171 105 2.4 2.1 104* 81 6.8 Position improved. Reasonably strong. 
Columbus Ry., Power & Light Co. 
*ist & Ref. . ~@ i sere 24 19 2.9 2.5 105* 96 4.8 Better grade investment. 
Convertible 56148, 1942................... 2&4 5 2.9 2.5 105* 104 4.8 Security equivalent to issue above. 
Cons. Gas of New York 
*Debenture 4}4s, 1951.................6. 398 140 106* 100 4.5 Better grade, despite the possibility of lower 
rates. 
Westchester Lighting 1st 5s, 1950......... 898 9 3.7 3.2 NC 112 3.9 Of the highest grade. 
N. Y. & Westchester Ltg. Gen. 4s, 2004... 398 10 3.7 3.2 100 100 4.0 Junior to issue above, but still strong. 
Duke Pow: 
ist & Ref. tics, 1967.. ash acer soeata De dab 62 40 2.2 2.4 1041%4°* 102 4.4 Better grade investment. 
Georgia Power ist & Ref. ar Ree bssceess.s SRY 98 2.0 1.8 105° 75 6.9 Rate reductions lower caliber somewhat - 
Medium grade. 
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Public Utilities (Continued) 
Pe ood o—_ Fixed a ™ 
nded ofthis times earn rice 
Company debt issue —— n ae nm Yield to COMMENT 
(mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 
Indianapolis Pwr. & Lt. 1st “‘A” 5s, 1957.... 38 38 2.0 1.9 104* 95 5.4 Good grade. 
**Kansas City Power & Light 1st 414s, 1961.. 41 41 3 : 110 109 ; High grade. 
Louisiana Power & Light ist 5s, 1957....... 18 18 2.4 1.9 105* 90 5.8 Reasonably good bond. 
*Louisville Gas & El. 1st & Ref. “A” 5s,1952 31 27 2.4 2.5 110* 104 4.7 Better grade investment. 
Milwaukee Gas Light ist 414s, 1967........ 13 13 2.7 2.6 10714° 106 4.2 Better grade. 
N = td Pigg bond. 
st Lien & Ref. “B” 5s, 1944............. 123 85 5.0 4.4 105* 109 3.9 High grade investment bond. 
N. Y. Gas & El. Lt., Heat & Pwr. ist 5s,1948 123 15 5.0 4.4 NC 116 3.5 {A*eiit ed by New York Edison. 
COP ss ME, AOED sis va cccccsccccecs ss o> aoe 21 5.0 4.4 NC 107 3.4 Gilt edged. 
North American Deb. 5s, 1961............. 317 25 1.7 1.5 104%4* 85 6.3 Among the better holding company issues. 
ar yng hong & Electric Co. ” iain 
St 5s. Biisinieis' 6 416 .419.6 8 0w'¥'0'09 01:4 9160.0 3-6 43 4 1.8 pe 104* 94 5.6 Reasonably goo nd, ns 
MUN MRMNEE..+505sc000sss. 0.00... 43 % 1.8 1.7 102%° 85 9.8 Junior to issue above and prior liens thereto. 
Paedstebia Bloctie Co. 
Oe 6s eka cenesiawe se suns oce was. OD 57 3.3 3.3 110 113 4.3 High grade. > P 
Ist Lien & Ref. 4igs, 1967. 168 338 «= 8.80 8.8 = :1044° 108 4.1 First 5s, pledged under this issue make it 
1st & Ref. 4s, 1971 SE ee ee ee it oul ties 
st Ree Ug BMEL 53 0ccn¥cisaiciosdaie'ee\enie 168 59 3.3 3.3 102%* 104 3.8 unior to two issues above, bu ~ . 
Philadelphia El. Pwr. ist 61s, 1972... 35 35 1.6 1.6 ioe” 109 5.0 Not obligation Phil. El. Co. Good caliber. 
Pug. Sd. Pr. & Lt. ist & Ref. “A 54s, ’49.. 75 63 1.8 3.5 10344° 63 12.6 None too strongly situated. 
Southwestern Bell Tel. Ist & Ref. 5s, 1954... 50 49 5.0 4.7 105* 110 4.3 High grade. is 
Texas Electric Service 1st 6s, 1960.......... 34 34 2.0 1.7 105° 78 6.8 Coverage for charges lower. Medium grade 
= => Light Co. 
po cen J OEE A 54 37 1.6 1:3 105 65 10.8 Only fair grade. ; 

BOC Pe ROT, IER BOOB Ss oisicc.ca vet inceeces 54 5 1.6 1.2 102° 567 12.8 Equal amount of ist 5s, pledged hereunder. 

22 Sie, de 8, iene 54 5 1.6 1.2 110° 50 12.0 Jr. to two issues above. Almost speculative. 

Utah Lt. & Trac. ist & Ref. “A” 5s,1944.. 12 12 1.0 1.0 105 62 11.5 Guaranteed by Utah Power & Light. 

Industrials 
: Aluminum Co. of America Deb. 5s, 1952..... 35 35 een ae 105* 104 4.7 a”, a = to ascertain, but “a 
; ably good grade. . 
: American Radiator Deb. 414s, 1947......... 10 10 er ‘nie 101144°* 102 4.3  Company’s business is still poor, but bond 
4 is a strong one. 
*xAmerican Rolling Mill Deb. 5s, 1948........ 40 37 def Mi | 10314 * 87 6.4 Large recent maturity successfully met. 
' ‘ Business better. Medium grade. 
Am. Smelting & Refining ist “‘A’’ 5s, 1947... 38 36 def 4.0 100 105 4.5 Now better grade. 
Com’l Investment Tr. Conv. Deb. 514s, ’49... 18 18 5.6 8.8 110° 109 4.7 Business good. Well-protected issue. 
Goodrich (B. F.) 
Ls se ras esis wh haaaleas 38 16 def 1.0 107 101 6.4 Fairly sound issue. 
MOVs SPO Ny DOUD 5 5's o5:0's.0-0' v's'n0edvewss 38 22 def 1.0 10514* 82 8.6 Junior to issue above. 
Lehigh Coal & Navig. Cons. “A” 414s, 1954.. 32 20 1.6 1.6 105 100 4.5 Good grade. 
Phillips Petroleum Deb. 514s, 6.1.39....... 27 27 1.3 1.7 101* 101 5.0 Comers financial position much improved. 
un nd. 
*Remington-Rand Deb. “‘A’’ 514s, 1947...... 18 18 def c 2.2c 104° 91 6.5 cYears to 3.31.33/34. Company strong 
financially and doing better. — 
Standard Oil Co. (N. J.) Deb. 5s, 1946...... 124 90 2.6 6.0 102* 106 4.3 An investment of the highest caliber. 
Western Electric Deb. 5s, 1944............. 35 35 def def 105* 102 4.7 Despite recent poor earning power, company 
is still strong and the bond a good one. 
Wheeling Steel 1st & Ref. (now ist) “B” 414s i mee 
BM Fin aisha ise ea gta le vies  6w ie air gia maine. 26 26 def 4 102* 83 6.0 Position improved. Medium grade. 
Youngstown Sheet & Tube ist “‘A”’ 5s,1978.. 90 90 def def 105* 85 6.0 Further recovery expected for this year. 
= Medium grade. 
Short-Term Issues 
Due date 
**Atlantic Refining Deb. 5s............ sa Oa eee 14 5.9 10.1 NC 107 2.2 Better grade investment. 

Buffalo Gen. El. 1st Ref. 5s..... as ee 7 2.6 S:i 105 108 3.0 High grade bond. 

Chicago Gas Light & Coke ist 5s......... 7.1.8 1.9 are NC 104 3.6 Better grade investment. 

MSR Ee SPO s TR sa oo. 5 os nis 0:5-65s-0% .12 1.4 def 10314 104 3.6 Better grade issue. 

Humble Oil & Refining Deb. 5s..... ok 1 18.2 102 ead Entire issue called Oct. 1, 1934. 

f Midvale Steel & Ordnance Conv. 5s...... * h defh 105 102 3.6 hEarnings Bethlehem Steel. Better grade. 
‘ ** New York Telephone ist & Gen. 4'4s. ; 4.6 110 107 2.9 Gilt-edged. 
‘ Pacific Tel. & Tel. ist & Coll. 5s..... 8 110 107 2.0 Of the highest grade. 

+ Fixed charges times earned is cc ' bi the case of a railroad, the item includes interest on funded debt and other debt 
rents for leased roads, miscellaneous ren t incluces interest on funded and unfunded debt, subsidiary preferred dividends, 
minority interest, etc. {An entry such as . ’ not calle!.e ontil 1936 at the price named. ‘* Indicates that the issue is callable as 
a whole or in part at gradually decreasing pric fer e saf ‘ ‘pal is predominant consideration. * Our preferences where some 
slight risk may be taken in order to obtain a hy 
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STANDARD OIL CO. (INDIANA) 





Third Largest Oil Comes On 
The Big Board 


Newcomer to the New York Stock Exchange 


Has Strong Internal Position — Oil Industry 
Itself Constitutes Largest Element of Doubt 


By Georce L. MERTON 





N_ August 29, 
Standard Oil Co. 
(Indiana) moved 

15,375,175 shares of | 
$25-par-valuestock from 
the New York Curb, 
where it had long been 


one of the most active 


issues, to the New York Taxes..... 
Stock Exchange. It was 
the bigges 

e biggest and most nee a 


important listing since 
the middle of 1930. In 
point of shares out- 
standing, the company 





ee ee erie 
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to err 


Earned per share of common 


Standard Oil Co. (Indiana) 


Highlights of the Income Account 


But the imposition by 
this country of an oil 


up the old system and 
Standard (Indiana) 
would have had to go 





1933 1932 

Se ee: $242,582,018 $261,517,845 out and build up for § 

NII ais cca sence sane pekn ee edes 189,068,024 194,713,025 eign outlets. Rather q 
wb Oo WO 6A oeee Wis 2 5 cue WN 9 Se wwe we as 9,758,419 8,207,538 than do this, the prop: 
sve wea e Re 28,543,370 33,244,328 erties were sold to 

Cn EE Oy ee oe ae eae $17,674,451 $16,558,282 Standard Oil (New . 
Jersey), which already 

$1.14 $1.04 senda , 
Dividends per share of common......... $1.00 $1.00 posses the necessary 
foreign organization, 
for nearly $48,000,000 








a in cash and 1,778,971) 





ranks third among oil 
companies and ninth 
among all companies; in point of assets 
there are only two standard oil com- 
panies which exceed it, Standard (New 
Jersey) and Socony-Vacuum. The 
debut of this latest of the standard oil 
giants on the New York Stock Ex- 
change is deserving of a certain fanfare 
before embarking upon a discussion of 
its business and assets. , 
Standard Oil Co. (Indiana) was or- 
ganized in 1889 and for many years 
engaged almost exclusively in refining 
and marketing. In 1911, it was in the 
control of Standard Oil (New Jersey), 
but became a separate entity when the 
United States Supreme Court ordered 
dissolution of the “oil trust.” The 
company continued as a refiner and 
marketer until 1917, at which time the 
difficulties of obtaining crude virtually 
compelled a degree of integration, a 
policy that has been pursued up to the 
present time with increasing vigor. 
While still rated as one of the largest 
producers of gasoline in the world, 
Standard (Indiana) is now a complete 
unit in the production, transportation, 
refining, distribution and marketing of 
petroleum and its derivatives. 
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Recent years, however, have shown 
the company’s policy of integration to 
be one of intensive rather than exten- 
sive expansion. In the autumn of 1930, 
Standard Oil (Indiana) which already 
owned a 50% interest in Sinclair Pipe 
Line and Sinclair Crude Oil Purchas- 
ing Co. acquired the remaining 50% 
interest in these properties from the 
Sinclair Consolidated Oil Corp. (now 
Consolidated Oil) for a $72,500,000 
cash consideration. The names of these 
two acquired properties were then 
changed to Stanolind Pipe Line and 
Stanolind Crude Oil Purchasing—the 
former being a pipe line system serving 
the Mid-Continent field, the latter be: 
ing a purchasing company owning ex- 
tensive oil lands in the same general 
area. 

Soon after the company so strength- 
ened its position in its own territory, it 
disposed of the important foreign pro- 
perties held by its subsidiary Pan Amer- 
ican Petroleum & Transport Corp. Tne 
latter with large holdings of oil land in 
Venezuela and Mexic. had always 
looked to the United States for the 
greater part of its r.arketing outlets. 


shares of the latter's 
common stock—the consideration being 
payable over a period of four years. 
Only Pan American Petroleum & 
Transport’s foreign properties were en’ 
volved in this transaction, arrange: 
ments being made to supply its domes 
tic properties, which consisted largely 
of refineries and marketing outlets, with 
crude from other sources. Now Pan 
American itself is expanding at home. 
Last year it rounded out its interest in 
the American Oil Co. which had first 
acquired important marketing outlets. 
A new refinery has been built in Texas 
to care for Pan American’s larger bust’ 
ness. 

As of July 1, this year, producing 
subsidiaries of the Standard Oil Co. 
(Indiana) owned or leased 70,258 acres 
of proven oil land and 1,309,791 acres 
of land which is unproven. Most of the 


unproven land, however, is at leastf 


promising, for the company has been 
steadily weeding out its unexploited 
acreage by means of the more scientific 
tests that are now available. In this 
way there is a saving in rentals. 

Last year crude produced totalled 
11,228,775 barrels. Even this substan: 
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tial production, however, was far below 
the needs of the company’s refineries, 
for the runs to stills over the same peri- 
od amounted to 50,269,580 barrels— 
and this at a time when two plants were 
closed down completely and others run- 
ning below capacity. 

Like the refineries, the company’s 
transportation facilities are also far in 
excess of those needed to handle its own 
production. Last year, the Stanolind 
Pipe Line system carried more than 
45,000,000 barrels of crude, while 
other pipe lines belonging to the com- 
pany or its subsidiaries carried more 
than 11,000,000 barrels. In all, Stand- 
ard Oil (Indiana) has about 3,000 miles 
of gathering lines and 5,000 miles of 
trunk lines. There is also certain ma- 
rine equipment operating on the Great 
Lakes. 

Having produced its oil, or bought it, 
transported it to the refinery, processed 
it, by far the greater part is marketed 
through the company’s own outlets. 
These on December 31, last, consisted 


other long-term debt of less than $8,- 
000,000. Not only does the common 
stock represent ownership in the physi- 
cal properties that already have been 
briefly described, but it represents own- 
ership in much that has not yet been 
mentioned. The company held, for ex- 
ample, at the end of last year cash of 
nearly $33,000,000 and marketable se- 
curities of nearly $42,000,000. Total 
current assets, including inventories of 
$114,000,000 at the lower of cost or 
market, and $9,600,000 receivable from 
Standard Oil (New Jersey), amounted 
to more than $224,000,000. Nor does 
this include permanent investments in 
non-afhliated companies amounting to 
$134,000,000, for much of which un- 
doubtedly a ready market could be 
found. Current liabilities at the end 
of last year totalled $32,000,000 and, as 
has been said, the long term debt was 
a mere $7,700,000. For a company 
which has cut its funded debt $50,000,- 
000 since 1930 and, purchased in the 
open market and retired more than 


territory as the Standard Oil Co. (In- 
diana). Such a conclusion is the more 
justified when consideration is given to 
the quality of the company’s manage- 
ment. Whatever one’s personal opin- 
ion of Robert W. Stewart, whose resig- 
nation was brought about by the direct 
intervention of the Rockefeller inter- 
ests after a spectacular proxy battle in 
1929, it can hardly be denied that he 
was a dynamic executive under whom 
the company grew and flourished. 
Fortunately for stockholders, the ag- 
gressiveness of the organization seems 
not to have been impaired by the loss 
of Colonel Stewart. Under Edward G. 
Seubert, who is president today and 
who has been connected with the or- 
ganization since 1891, the company’s 
position has been further strengthened, 
particularly, as has been seen, in the 
domestic sphere. Its efforts to build 
up future crude production are continu- 
ing right up to the present time, al- 
though currently the company finds it 
the better policy to shut-in its new 
wells rather than add to the demoraliza- 


broke® of 4,851 bulk stations and 13,297 1,000,000 shares of its own common 
2m and— owned or controlled service stations. Of stock, it must be admitted that the tion brought about over-production. 
1diana) these stations, the majority were in financial exhibit makes an impressive Note should also be taken of the In- 
1 to go} states where the company markets ex- showing. diana Standard’s enlightened research 
ip for tensively in its own name. Owing to Standard Oil Ca. (Indiana) has long policy which recently has made possible 
Rather— the decision of the United States Su- been a money-maker. Following its the production of new Iso-Vis D 
> prop: preme Court holding that the Indiana divorce from Standard Oil (New Jer’ motor oils which the company states 
Id to Chain Store Tax applied to service sta’ sey) in 1911, it has paid cash dividends bids fair to revolutionize the refining of 
(New tions, considerable revamping of the on the common in every year, in addi- motor oils throughout the industry. Al- 
already distribution system was necessary, and tion to numerous and substantial cash ready a number of important refiners 





have been licensed to use the new proc- 

















cessary##/ if more states follow in the footsteps extras. In 1920, 150% in stock was 
zation) of Indiana further adjustments may paid, which was followed in 1922 with esses and it may well be that not only 
00,000 have to be made. The Indiana Chain another 100% in stock and in 1929 has the company discovered something 
78,9728 Store Tax is a tax on chain stores under with a further 50% in stock. The of direct benefit to itself but that the 
latter's which the levy per store rises from $3 present rate is $1 a share annually, income derived from its use by others 
being to $150 a year as the number of stores which represents a return of a little will not be inconsiderable. 
years, increases. It is therefore apparent that under 4% on the current price of $27 All this, however, does not alter the 
im & there would be a tax saving of $147 per share. Last year, the company fact that the oil industry in general, 
re en annually per station if arrangements earned this dividend with a moderate and with it, of course, Standard Oil 
range’ could be made for individual owner- margin to spare, the $1.14 a common (Indiana), has many adverse factors 
lomes’ ship of service sta- with which to contend 
argely tions. In order to ob- at the present time. 
, with tain this saving — se en The first and most im- 
v Pan which is more than ° ° portant of these is the 
home. many service stations Standard Oil Co. (Indiana) flood of oil produced 
est in have been making af- Highlights of the Balance Sheet in defiance of state 
d first ter all expenses - cine and Federal regula- 
utlets. Standard Oil (Indi- sane ene tions. A recalcitrant 
Texas ana) negotiated the Property, etc............ $306,632,853 Capital stock (par $25)... $388,212,619 minority is responsi- 
- busi’ cancellation of 800 Cash & marketable secur- Funded and long-term | ble for the production 
service station leases roe ere 74,625,279 WONG fs Picssacnlacss: 7,677,413 | of this “hot oil” and 
lucing last year, at the same Oil inventory........ 197 BRN 247 Total current liabilities.. 32,027,538 | no sooner is one meth- 
| Co. tune making a Invest. in non-affil. co & Unapp. surplus. 228,047,576 od of evading regula- 
acres ments to supply the eee, tions discovered and 
acres greater part of these Total assets........ tbilities......... $675,775,808 | stopped than another 
of the as a wholesaler. crops out. Nor has 
least For all intents and a ~ . ee the task of the Oil 
been purposes, the whole of Administrator who is 
loited the great business of the Standard Oil — share | comparing struggling to keep the industry on an 
entific Co. (Indiana) is in the hands of the with even keel been made any the easier by 
1 this hundred-thousand holders of its 15,- Sc he ult tlook is con the adverse decisions that have been 
375,175 shares of $25-par common cern e any doubt — rendered by certain lower courts. Ul- 
talled stock. This is the sole capitalization, of it: racompany  timately, of course, the whole question 
stan: if one ignores the negligible funded and as st snched in its (Please turn to page 576) 
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Favored Equities in Promising 


Industries 


Investments for Safety and Profit Selected 
on the Record and the Current Prospect 


ENERALITIES are things to be 
handled with care, especially as 
they apply to investment prob- 

lems. The fluctuation in aggregate 
business activity is of great importance 
to the owner of equities, but since 
every index that reflects such a move- 
ment is merely an average of various 
components, we are dealing here with 
a generality. 

In any six months’ period some 
industries will fare better than others, 
and some companies within an industry 
will fare better than their competitors. 
Probably every investor has had the 
experience of holding at least one or 
two common stocks which failed to be 
stirred even by a rampant bull market. 

Thus, we can say as a generality 
that it is of major importance that the 
investor ride with the major business 
stream, but that it is of equal im- 
portance that he pay heed to the eddies 
and cross-currents and, most of all, to 
the staunchness of the particular vessel 
in which he chooses to ride. 

It is the purpose of this article to 
examine the record of the major indus- 
tries during the first half of this year, 
to measure these results against pros- 
pects as they shape up today ‘and, 
finally, to select the most favored in- 
dustries and the leading companies 
therein. 

With the reports of some 300 com- 
panies available it is possible to obtain 
a composite picture of general business 
in the first half of this year. While 
there are still numerous companies 
which have not yet adopted the practice 
of issuing quarterly or semi-annual re- 
ports, the number available will more 
than suffice for the purposes of this 
discussion. The evidence of these re- 
ports is preponderantly favorable and 
lends substantial credence to the general 
belief that business is better—or at 
least it was in the first six months of 
this year. This, of course, is most re- 
assuring and economically desirable— 
but superficial. Granting that business 
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Chemical Industry 
E. I. duPont de Nemours Co. 


Earnings Per Share 
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has been better, it has by no means 
been uniformly profitable, or uniformly 
supported by conditions of reliable per- 
manence. 


Lack of Uniformity 


The automobile industry is an ex- 
cellent example of the lack of uni- 
formity. No one will deny that it 
has staged a fine recovery and, more- 
over, has held its gains well. Yet in 
the first six months of this year ten 
automobile companies, exclusive of 
General Motors and Ford, reported a 
deficit of $6,187,000 as against a deficit 
of $5,342,000 in the same period of 
1933. General Motors, on the other 
hand, reported a gain of nearly 45% 
in profits. 

Nine manufacturers of textiles re- 
ported a gain of more than 370% in 
profits for the first six months this year. 
Yet for the full year it is to be doubted 
that the textile industry will make as 
good a showing as it did in 1933. 
Production is off sharply from the 1933 
peak and the heavy sales in the last 
half of 1933 and earlier this year were 
the result of abnormal stimulation 
caused by the large volume of heavy 
forward buying to replenish depleted 
inventories, in advance of rising prices. 

Here then are two vitally important 
industries which might easily have led 
one to the false assumption that so far 
as automobile and textile manufacturers 


were concerned the depression was 4 
thing of the past. Yet closer examina- 
tion discloses that in the case of the 
former, improvement was highly con- 
centrated and in the latter, conditions 
largely of a non-recurring nature were 
responsible. These are by no means 
isolated instances but they serve to 
emphasize forcefully the point already 
made that considerable danger lies in 
arbitrarily accepting the evidence of the 
early months of recovery as a basis for 
investment action. 

In the past, it is found that emer- 
gence from a period of depression has 
been characterized by a rather sharp 
recovery by business generally in the 
earlier stages, to be followed by a 
definite lapse before the upturn is re- 
sumed. Some industries have a ten- 
dency to lag behind in the first bloom 
of recovery while others experience the 
full force of improvement almost at 
once, but only for a comparatively brief 
period, followed by a definite slowing- 
up and an interval of “marking time.” 

While the experience of the past 
eighteen months has not deviated great- 
ly from the normal pattern of recovery, 
the prominence of the role which is 
being played by the Government in the 
current drama of business and econo- 
mics has greatly depreciated the value 
of precedent as a reliable criterion in 
the present situation. Sweeping changes 
in monetary policies, the creation of 
a veritable maze of alphabetical bureaus 
and the lending and spending of huge 
sums of Government funds are sufh- 
cient in themselves to bring about a 
radical change in the normal aspect. 
But, already the Government is com- 
peting with private business in twenty- 
one different lines of manufacturing— 
and the end is not in sight; railroads 
and public utilities are struggling un- 
der the onerous burden of increased 
taxes, higher costs and inadequate 
rates; and Labor, encouraged by the 
attitude of the Administration, seems 
determined to take a vicious bite at the 
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hand which is feeding it. Add to this 
the fact the summer slump exceeded 
seasonal proportions and with the signs 
of fall recovery slow in materializing, 
one is confronted with a rather formid- 
able array of complexities in seeking 
to appraise the business prospect. 


Adverse General Factors 


The question naturally arises, “Can 
any industry escape these restrictions”? 
It is to be doubted. Their effects will 
inevitably be felt either directly or in- 
directly. There is, however, a limited 
group of industries which appear so 
equipped as to be able to meet the 
“New Deal” practically on its own 
terms, and while they cannot lay a 
valid claim to complete immunity, 
either by virtue of inherent character- 
istics or favorable new conditions, this 
group is in an excellent positon to give 
a satisfactory account of itself in the 
months to come. It follows, therefore, 
that these industries should provide de- 
sirable investment media through the 
shares of representative companies. 

At the top of the list is the chemical 
industry. From a comparatively insig- 
nificant status, prior to the world war, 
it made rapid forward strides, in recent 
years particularly, and is today the 
fourth largest industry in the country. 
It is the third largest, ranked on the 
basis of capitalization, and in 1932 
paid the largest taxes of the industrial 
group, with the exception of the food 
and tobacco industries. It occupies a 
basic position of unquestionable im- 
portance and its products are indis- 
pensable to practically every branch of 
our industrial structure. Consider, in 
this connection, the importance of 
chemicals to such industries. as auto- 
mobile, textile, food, soap, glass, paint, 
paper, radio, leather, rubber and steel! 
alloys. Chemical research, which has 
developed a multitude of new products 
in the past which have come to be an 
essential part of daily existence, con- 
tinues unceasingly. The field of plastics 
and synthetics is regarded as being a 
particularly promising one for future 
development. Moreover, the industry, 
not content to limit itself to horizontal 
expansion, has extended its scope ver- 
tically and the number of chemical 
products which are being sold direct to 
the individual consumer under adver- 
tised trade names is becoming increas- 
ingly larger. 

With diversification on the one hand 
and elasticity on the other, the chemical 
industry was able to put up strong 
resistance to business depression; it 
was devoid of financial casualties; and 
it has been an immediate and generous 
participant in the recovery. The in’ 
dustry’s confidence in the future is 
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Fertilizer Industry 


American Agricultural Chemical 


Earnings Per Share* 
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given tangible expression in the ex: 
penditure of $10,000,000 for new 
plants and equipment last year and 
similar outlays this year will aggre- 
gate $20,000,000. In the chemical in- 
dustry, the problem of raw materials 
and inventories is of little consequence 
and not the least of its advantages, by 
any means, is its low ratio of labor 
costs. For rather obvious reasons, this 
is a particularly desirable condition at 
this time, indicating not only the 
ability of the industry readily to ab- 
sorb any reasonable increase in wages 
without seriously affecting profits, but 
to take care of a substantially larger 
volume of business without a corres: 
ponding increase in overhead. 


Leading Chemical Companies 


As might be expected in an industry 
of such vitality and so handsomely 
endowed with promise, the selection of 
a single company for investment must 
of necessity exclude others of high 
merit. Aside from the fact, however, 
that E. I. duPont de Nemours & Co., 
is the largest chemical company in the 
country, the choice of the company’s 
shares for representation in the chemi- 
cal industry has much to recommend 
it. Through broad research and con- 
tinuous expansion, duPont has cornered 





Dairy Industry 


Borden Co. 
Earnings Per Share 
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a large, although not monopolistic, 
portion of the basic chemical business. 
The company wie has made 


money throug!» xe depression; 
rounded its mai s to make for 
a year-round corporate season: added 


holdings, expanded activities at de- 
pression-low costs; established or ex- 
panded subsidiaries to use many of its 
basic products; strengthened its posi- 
tion with old industries; taken its place 
in pioneering new products; and is 
practically impregnable _ financially. 
DuPont is the largest single stockholder 
in General Motors, owning roughly 
one-quarter of the common stock, or 
the approximate equivalent of nine- 
tenths share of General Motors for each 
share of duPont common. Last year, 
duPont earned $3 a share for common 
stockholders, a substantial gain over 
the record low earnings of $1.81 in 
1932. In the first half of this year 
alone, profits of $1.86 a share topped 
that bleak depression year. Flush with 
cash, the company is able to pursue a 
liberal dividend policy and the recent 
50-cent extra paid by General Motors 
was promptly passed along to duPont 
stockholders. Regular quarterly divi- 
dends are paid at the rate of 65 cents 
a share. 

So vast is the scope of duPont’s 
activities and its industrial outlets are 
so numerous that virtually the stock- 
holder has an indirect stake in every 
important industry. This, together 
with the almost unlimited potentialities 
for the chemical industry, affords con- 
siderable justification for the generous 
premium at which the company’s shares 
are quoted. 

While duPont’s dominant position 
in the chemical industry compels prior 
consideration, the brilliant records ct 
such other leading companies as Mon- 
santo Chemical, Air Reduction, Union 
Carbide and Hercules Powder not only 
give further support to the case in 
favor of the industry, but are them- 
selves worthy of investment consider- 
ation. 


Position of Fertilizer 


While actually the manufacture of 
fertilizer might properly be classed as 
a major division of the chemical in- 
dustry, it is an important industry in 
its own right and although the record 
of representative companies lacks the 
stability and consistency of pro‘ 
typical of the chemical in 
have been periods of sub: ia 
ing power in the past. ! 
these periods appears to be 
the making at this time. 

Severe drought conditions and the 
AAA policy of crop restriction this 
year have resulted in virtually wiping 
out the crop surpluses of the past two 
years. As a consequence the prices of 
leading agricultural products such as 
wheat, cotton and corn have risen to 
levels higher than any time since early 
1930. In the light of these conditions, 
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it is quite probable, on the one hand, 
that the policy of crop restriction will 
be practically abandoned. On the other 
hand, the more intensive cultivation of 
acreage on the part of farmers, seeking 
to take advantage of higher prices, can 
be taken for granted. Both of these 
conditions presage a substantial increase 
in fertilizer sales. 

Some measure of the salutary effect 
which higher prices of agricultural 
products may have on fertilizer sales 
is obtained from the results of the 1934 
selling season. Notwithstanding a 
large acreage reduction in the major 
crops, fertilizer sales were 15% higher 
than for the 1933 season. While 
doubtless some portion of this increase 
is accounted for by more intensive cul: 
tivation, the fact that in the latter part 
of 1933, the farmer received consid- 
erably higher prices for his crops than 
a year previous is the more significant. 

In addition to a substantial increase 
in consumption, fertilizer companies 
will also have the benefit of higher 
prices. As of July last, prices were 
20% higher than the low point of 
1933. Rising prices foreshadow larger 
gross sales and wider profit margins, 
as well as eliminating the hazard of 
inventory losses. 


Leading Fertilizer Company 


American Agricultural Chemical 
Co., common stock readily suggests it- 
self as the leading candidate for rep- 
resentation in the fertilizer group. This 
company produces a varied line of 
fertilizers which are distributed among 
the several major crops, cotton heading 
the list. The common stock comprises 
the sole capital obligation of the com- 
pany and is outstanding in the amount 
of 233,206 shares. Earlier this year 
the company bought in 82,500 shares 
of its stock at an average price of $35 
a share but despite this substantial out- 
lay, its financial position is secure. 
Current assets, including cash of nearly 
$4,500,000, amounted to $12,193,739, 
as of June 30, last, while current liabili- 
ties totalled only $581,012. Working 
capital is equivalent to about $50 a 
share on the outstanding common. For 
the fiscal year, ended June 30, last, 
the company reported a profit equiva- 
lent to $4.19 a share on the stock, a 
sharp contrast with the loss of $508,127 
in the previous fiscal period. Divi- 
dends have been resumed on the com- 
mon at the rate of $2 annually, the 
first disbursement to stockholders since 
payments were omitted on the old pre- 
ferred in 1921. Obviously, the shares 
are a speculation on the prospect. As 
such, however, the promise of profitable 
results appears to be well founded. 

The drought, it appears, will likewise 
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prove to be a blessing in disguise for 
the producers of dairy products. It is 
a foregone conclusion that it will re- 
sult in an acute shortage of feed grains, 
which in turn will reflect itself in a 
reduction of the prinicpal products of 
animal feeding. The average milk pro- 
duction per cow in this country al- 
ready has declined sharply and with 
the full effects of food shortage yet 
to be experienced, a drastic curtailment 
in both production and supplies seems 
inevitable. For the dairy industry, this 
would solve a very trying problem. 
Throughout the depression producers 
of food and other essential products 
entering into direct consumption have 
been favered by a stable demand and 
a fair profit margin. Not so the dairy 
industry. While demand has held up 
fairly well, overproduction of the prin- 
cipal dairy products has weighed 
heavily upon prices, with the result 
that dollar sales and earnings, in 
marked contrast to most other indus- 
tries, fell to a new low last year. This 
is a situation, however, which could 
be appreciably changed for the better, 
with any lifting of the pressure from 
surplus stocks. Already, to cite the 
case of a single important dairy prod- 
uct, cold storage reserves of butter 
have been reduced to less than the 
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five-year average and with a sharp re- 
duction in new supplies indicated, 
prices of necessity must rise. Whole- 
sale prices of butter have, to date, risen 
over 33% from those prevailing last 
year at this time. 


Representation in the dairy industry 
invites consideration of the three lead- 
ing companies, Borden, National Dairy 
Products and Beatrice Creamery. 
Without discrediting the merits of 
either National Dairy or Beatrice 
Creamery, both of which issues hold 
out interesting speculative inducements,. 
the preference here is given to Borden: 
Co., common stock as more closely 
approaching investment status, both in: 
the nature of its simple capital struc- 
ture, and its diversified business. Borden. 
is also favored by the fact that butter, 
cheese and ice cream, the more profit 
able items, comprise a larger percentage 
of gross sales than is the case with 
National Dairy. Borden has outstand- 
ing 4,396,704 shares of capital stock; 
there is no funded debt or preferred 
stock. Earnings last year were equal 
to $1.05 a share, comparing with $1.71 
in 1932 but exceptionally strony 
finances have permitted the continuance 
of dividends at the rate of $1.60 an- 
nually despite the failure of earnings 
to cover them in 1933. Giving weight 
to the improved outlook, the security 
of dividends appears enhanced and the 
resulting yield of about 6% is by no 
means the least attractive feature of 
the stock. 


Electrical Equipments 


The selection of the electrical equip- 
ment industry, and General Electric 
specifically, for inclusion in a group of 
favored industries is admittedly based 
to some extent upon intangible con- 
siderations. The electrica! industry is 
one of the few which may be conceded 
almost unlimited possibilities for con- 
tinued growth into new fields opened 
by the magic of invention and re- 
search, carried on relentlessly through 
good years and bad. No single industry 
can claim a larger contribution to our 
safety, comfort and well being and 
hardly a day passes when one cannot 
read of new achievements in this field. 
In other words it is not necessary for 
one to draw very heavily upon his 
imagination to visualize future progress 
for the electrical industry comparable 
with the attainments of the past decade. 

Properly classified as a producer of 
durable goods, the electrical equip- 
ment industry is naturally subject to 
the concerted attempts of the Govern- 
ment, through one means or another, 
to revive the heavy industries. The 
ultimate success of these efforts is still 
in doubt and surely the results to date 
have been indifferent, at best. There 
is, of course, a possibility that Govern- 
ment spending and financial assistance 
will take hold more effectively later 
on but, in the meantime, the electrical 
equipment industry may well make 
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substantial headway aloug the road 
toward recovery as, indeed, it already 
has. General Electric, alone, reported 
total orders of $92,154,642 for 
the first half of this year, a gain of 
51% over the corresponding months 
of 1933. 

General Electric holds undisputed 
leadership in the manufacture of elec- 
trical equipment; the company’s 
prestige and operations are world-wide; 
and its products cover the entire field 
of electrical equipment, from tiny light 
bulbs to giant turbines and generators. 
The company has expended huge sums 
in the maintenance of one of the most 
outstanding industrial research organi- 
zations and some measure of the con- 
tributions which have been made to 
the company’s earnings through re- 
search may be obtained from the fact 
that in 1929 more than $80,000,000, 
or 20% of total income, was derived 
from the sale of products which were 
practically unknown in 1919. Research 
activities have been continued through- 
out the depression and it 1s quite con- 
ceivable that many of the more recent 
developments which apparently have 
only negligible commercial value at this 
time will later prove to be of oustand- 
ing importance. Contemporarily, the 
company is a leading factor in electrical 
refrigeration, air conditioning and 
electric - oil- burning furnaces and 
boilers. 

General Electric has the distinction 
of being the sole company in the in- 
dustry to maintain operations con- 
sistentiy on a profitable basis since 
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1929. Profits during this period, how- 
ever, were augmented by “other in- 
come”, derived chiefly from a large 
investment account. This item, last 
year, totalled nearly $7,000,000. 
Capitalization is large, consisting for 
the most part of common stock—out- 
standing in the amount of 28,845,927 
shares. Funded debt is insignificant 
and the special stock, ranking senior to 
the common, amounts to less than 
4,300,000 shares. Dividends on the 
latter issue are paid at the rate of 60 
cents annually. This is also the cur- 
rent rate on the common and, fortified 
with cash assets alone of more than 
$112,000,000, payments should be con- 
tinued at this rate despite the current 
necessity of drawing moderately on 
surplus. Although essentially of longer 
term promise, General Electric com- 
mon stock should find favor with the 
investor seeking the assurance offered 
by an excellent past record and the 
promise of a future which should be 
equally brilliant. 


The business of financing installment 
purchases of automobiles, househoid 
equipment, agricultural equipment, 
radios, etc., has become a sizable in- 
dustry. Although relying largely upon 
the manufacturing and selling accom- 
plishments of its clients, the installment- 
finance company in its own right is a 
vital factor in the activities of many 
of our leading industries. The auto- 
mobile industry is an outstanding ex- 
ample of the important role played by 
financing companies. In the first six 
months of this year, new car registra- 
tions totalled 995,121 units. In the 
same period, retail financing was ar- 
ranged for 605,445 new cars, or ap- 
proximately two-thirds of total sales. 

Confounding all of the prophets of 
disaster, as to the fate of installment 
financing companies in a period of busi- 
ness depression and unemployment, 
most of them have fared much better 
under the duress of the past several 
years than many other financial insti- 
tutions. Proportionately, losses were 
negligible. Commercial Credit, a 
pioneer and one of the leading or- 
ganizations in the field, not only 
weathered the depression in a com- 
mendable fashion but has staged a most 
noteworthy recovery during the past 
eighteen months.. Last year, the com- 
pany’s profits registered a gain of 
1900% and dividends, which were not 
fully earned on the senior preferred 
stocks in 1932, were resumed on the 
common earlier this year. Funded debt 
and preferred stock has been substan- 

(Please turn to page 577) 








Record of Leading Industries in the First Half 1934 
Net Profits Per 
Half Year Cent 
| Cos. Industry 1933 1934 Change 
| Pe ON en Steer GeN ese scnseeeS D-5,342 | re Improvement highly concentrated. 
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7 Building Materials............... D-2,973 ere 
| | 1 Ee 27,000 46,511 + 172.3 
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ee SR ENON 55 Soo too os edexcans D-44,636 6,129 = re 
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speculative. 
6 Paper Products........ 847 2,690 + 217.6 
| De D-12,011 16,122 Meee es 
| S Textile Products... .....0006 435 2,047 + 370.6 i 
problems unsettling. 
| le CREE eee 1,391 2,242 + 61.2 
| 46 Miscellaneous Manufacturing..... 17,664 38,508 + 118.0 
23 Miscellaneous Services........... D-2,710 2,223 +.. Installment financing favored group. 
D—Deficit. *—Before certain charges. a—Principally cigar companies. +—Exclusive of General Motors and Ford. 
Figures Taken from Compilation of National City Bank 


Sales and profits likely to be lower in second half. 
Restricted profit margins and sub-normal consumption handicap 


Further progress in immediate future hinges on Govt. campaign. 
Industry featured by sustained demand and low labor costs. 
Further moderate improvement indicated in both divisions. 
Lighter forms of equipment have aided recovery. Future promising. 
Stability a prominent factor but higher prices may cut profits. 
Further progress dependent upon trend of re-employment. 
Operations in last half will be sharply lower. 

Recovery likely to be slow for some time. 

Code problems, increased costs and drought cloud prospects. 


Industry benefiting from higher gold and silver prices. 


Some divisions profitable but newsprint handicapped by low prices. 
Code problems and “hot oil” threaten price structure and stability. 
Industry characterized by alternate good and bad years. 


Cigarette and snuff companies favored groups. 
Field too broad for specific comment. 


COMMENTS 


Rising costs restrict profits. 


Outlook 


Labor 
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THE COCA-COLA CO. 





A Soft Drink Unaffected by 
Hard Liquor 


$150,000,000 for a Name and Worth It—Present Trend 
of Earnings Upward — Some Hazards to Be Watched 


HE repeal of prohibition, it was 
said, would deal The Coca-Cola 


Co. a staggering blow, for who 
would drink “soft stuff” when real beer 
and “he-man’s whiskey” could be ob- 
tained legally? Why, the case was an 
open and shut one: The Coca-Cola Co. 
was on the skids. But was it? For a 
company in such an unenviable posi- 
tion a net profit of $10,839,000 for 
1933 does not seem so bad—particu- 
larly in view of the fact that in the 
peak year, 1931, net income was only 
$14,023,000 and it would be reasonable 
tc assume that at least a part of the 
decline in profits could be attributed to 
an intensifying depression and the taxes 
thereof. 

The truth of the matter is that, while 
the advent of legal beer gave Coca-Cola 
a little jolt for a time, the novelty soon 
wore off and Coca-Cola addicts re- 
turned en masse to their old habits. 
The swing-back, commencing in the 
summer of 1933, has continued up to 
the present time with unabated vigor. 
And if further evidence be needed that 
Coca-Cola was much more firmly en- 
trenched than at first thought, while 
the position of hard liquor had been 
over-enthusiastically exaggerated, it is 
to be found in a cursory examination 
of stock quotations in the daily papers. 
The stock of The Coca-Cola Co. is sell- 
ing but three or four points under the 
years high of $136 a share, whereas 
the companies which were presumed to 
threaten it are just as close to their 
lows. 

There is no mystery about Coca- 
Cola; the stuff has been analyzed a 
thousand times. Nevertheless, it is dif- 
ficult to understand its universal and 
perennial appeal. Other soft drinks 
rise, wane and disappear, but Coca- 
Cola goes on indefinitely in the United 
States and everywhere else that it has 
been introduced. Advertising undoubt- 
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edly has something to do with it, for this 
drink is perhaps the most widely adver- 
tised product in the world. The parent 
company advertises on a national scale 
and spends perhaps five or six million 
dollars a year doing it; bottlers, who 
bottle the syrup supplied by the parent 
organization spend perhaps as much as 
this in territorial advertising; while 
soda-fountains, road-stands and the like 
also advertise in the sense that they all 
feature and prominently display the 
drink that is “delicious and refreshing,” 
“bounces one back to normal” and is an 
indispensable adjunct to the “pause that 
refreshes.” 

Recently, the Coca-Cola business has 
undergone some important changes. 
For many years the company was pri- 
marily a manufacturer and wholesaler 
of Coca-Cola syrup. This was sold to 
independent jobbers and bottlers. The 
former sold to soda-fountains, while the 
bottlers, possessing exclusive franchises 
for their respective territories, waxed 
fat and prosperous distributing a 
charged water mixture. In recent years, 
however, the parent company has been 
busily buying up these independent bot- 
tlers and last year it acquired the entire 
capital stock of the parent bottling com- 


pany, known as The Coca-Cola Bot- 
tling Co., operating in nine Southern 
states. 

Partly as a result of the widening 
scope of the business and partly because 
it had always been the company’s policy 
to conduct certain operations through 
wholly-owned subsidiaries, the corpo- 
rate organization was revamped at the 
end of last year. The Coca-Cola com- 
pany became a holding company, the 
manufacturer of the product “Coca- 
Cola” being the newly-formed, wholly- 
owned subsidiary, Coca-Cola Co. In 
addition to the income derived from 
nanufacturing and bottling operations 
carried on in the United States, The 
Coca-Cola Co. has an important Can- 
adian subsidiary, itself a manufacturing 
and bottling company, which operates 
not only throughout the Dominion but 
also in Cuba. Additional revenues are 
derived from the licensing of plants in 
foreign countries and from a straight 
export business. Today, Coca-Cola can 
be obtained in seventy-six different 
foreign countries. 

Formerly, the Coca-Cola business 
was distinctly a summer affair. The 
company, however, has made forceful 
and successful efforts to lead the public 
away from the idea that it was only a 
hot weather drink. This, and the sales’ 
expansion in foreign countries having 
seasons different from our own, have 
combined so that the business now 
shows little of seasonal influence from 
one year’s end to the other. Adver- 
tising today stresses Coca-Cola's invig- 
orating qualities whether the need for 
invigoration come in the morning, after- 
noon, or at night and with no emphasis 
on outside temperatures. 

One thing almost certainly will prove 
a shock to the prospective investor in 
The Coca-Cola Co.; he will get very lit- 
tle that he can see and touch for his 
money. If he buys a share of United 
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States Steel, for example, there are 
mines, mills, railroads, ships and build- 
ings, all of which he can call partly his. 
But for $133 expended for a share of 
Coca-Cola only between $14 and $15 
represents things tangible, the balance 
being consideration for the mere name 
“Coca-Cola.” It is, however, a pretty 
good name and it may well be that in- 
vestment in a name capable of earning 
as much as this one is to be preferred to 
money in multitudinous property capa- 
ble of earning but an exceedingly small 
percentage of what it cost to build. In 
any event, it is a proven fact that a 
stockholder in The Coca-Cola Co. over 
a period of many years has fared a 
great deal better than a stockholder in 
almost any other company whose stock 
commanded a price in line with the 
tangibles behind it. 

And it is earning power, not assets, 
that counts. Here is The Coca-Cola 


It is preferred over the common to the 
extent of a $3, cumulative annual divi- 
dend and is callable at $52.50 a share. 
The company itself owns some 328,000 
shares of this “A” stock, in addition to 
about 4,000 shares of common. If past 
policies are continued, the “A” stock 
probably will be gradually bought up, 
the whole issue ulitmately to be retired. 

Despite the fact that The Coca-Cola 
Co. has demonstrated that it has not 
a great deal to fear from the introduc- 
tion of legal hard liquor and conceding 
that the outlook for the balance of the 
year at least is wholly satisfactory, there 
are certain other factors in the longer 
term outlook which deserve to be taken 
into consideration. Nothing can make 
as much money over the years as Coca- 
Cola without acquiring at the same 
time enemies and imitators. The Fed- 
eral Government itself attacked the bev- 
erage at one time on the grounds that 


ment on the “Coca-Cola” trademark; 
(2) that other beverages cannot be dis- 
pensed in soda-fountains when the re- 
quest is for “Coca-Cola,” while (3) in 
1930, the United States Supreme Court 
denied a review of a lower court de- 
cision holding that “Roxa-Cola” was 
not an infringement of the “Coca- 
Cola” trademark. It is difficult for an 
average man to understand how “Taka- 
Kola” could be an infringement while 
‘“Roxa-Cola” was not; but there it is, 

Turning from the potential menace 
of enemies and imitators, some attention 
needs to be paid to Coca-Cola’s eco- 
nomic foundation. The beverage re- 
tails for five cents a glass and there is 
every reason to suppose that this price 
is important; that if the charge were 
more a substantial falling-off in volume 
would result. On the cost side, the 
most important item is sugar, of which 
The Coca-Cola Co. is the largest con- 
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hasis Aside from the 1,000,000 shares of Cola,” but this has not prevented a it is better to cross bridges only when 
no-par value common stock which are flood of other “Colas,” nor has it pre- one comes to them, it would seem that 
rove outstanding, the only capital liability vented retailers selling these other bev’ no objection could be found with an 
r in of The Coca-Cola Co. is 1,000,000 erages when asked for Coca-Cola. investment course that looked upon The 
7 lit- shares of Class “A” stock. This “A” There have been a number of important Coca-Cola Co. and its business in the 
file stock was distributed as a dividend suits on this subject. It has been held light of known actualities, merely 
ited share-for-share on the common in 1929. (1) that ““Taka-Kola” was an infringe’ watchful of the unknown possibilities. 
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Among Late First Half Reports 


While the majority of important 
companies have long ago reported for 
the first half the year, there are some 
statements still coming in. Among 
these, there are those that are agree- 
ably surprising, while of others the re- 
verse is true. Montgomery Ward, for 
example, operated well in the black. 
Allowing for six months’ dividend re- 
quirements on the “A,” on which 
there are accumulated arrears, the com- 
pany reported earnings on the common 
equivalent to 77 cents a share. This 
compares with a loss of nearly $3,500,- 
000 in the first half of 1933. On the 
other hand, W. T. Grant, despite a 
substantial increase in sales’ volume, 
reported only 55 cents a common share, 
against 62 cents in the first six months 
of last year. Mead, Johnson’s income 
was steady at $2.24 a share, compared 
with $2.31 last year; Patino Mines, 
with a very poor June quarter, reported 
£142,850 for the half year, compared 
with £142,084 last year; while Tim- 
ken Detroit Axle, McKesson & Rob- 
bins, Hercules Motors and Art Metal 
were among those that moved from the 
“red” to the “black.” 


* *k 


Argentina’s Business Improved 


The betterment that has taken place 
in Argentina's affairs has been reflected 
in higher prices for all the country’s 
dollar bonds. The 6% issues, matur- 
ing between 1957 and 1960, are cur- 
rently quoted around 83, compared 
with a low for this year of 53. Muni- 
cipal obligations are also selling not 
far from their highs for the year and, 
as current levels are about double those 
prevailing earlier, there is no question 
but that bondholders here have been 
substantial beneficiaries of South 
American improvement. Part of the 
credit at least for this happy result can 
be attributed to the monetary policy 
of our own government for, while the 
price-raising results at home were not 
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ali that were expected of them, foreign- 
ers did find that the dollar had become 
easier to obtain. This, together with 
the higher prices ruling for Argentina’s 
wheat and meat exports, to say noth- 
ing of sound internal fiscal policies, are 
the causes of the validly higher esteem 
in which the country’s external obliga- 
tions are now held. 

Yet, while all this undoubtedly is 
true, it would seem so far as direct for- 
eign investment in the Argentine was 
concerned, that opportunity was becom- 
ing somewhat dulled. The movement 
of “Argentina for the Argentines” has 
been growing steadily in recent years. 
A sign of the times is their Senate’s 
investigation of American and British 
packing house profits, to discover 
if the cattle grower is being exploited. 


* * * 
Aid for the Railroads 


Unless the Government wants to 
find itself with the greater part of the 
railroads of the country on its hands, 
it will have to do something, or at least 
actively sponsor something, that will 
radically change the present deplorable 
situation. Last year, the railroads just 
about covered their fixed charges. 
During the first six months of this year 
there was quite an improvement, but 
currently railroad net operating income 
is running well below that of 1933 and 
it is rather more probable than possible 
that the aggregate results for the whole 
of 1934 will make a poor showing 
when compared with the previous 
twelve months’ period. The present 
state of the railroads can be attributed 
not only to the fact that traffic has not 
improved as was expected, but that they 
have had so much additional expense 
foisted upon them—increased payrolls, 
much higher costs for materials, higher 
taxes. And now the Government 
wants them to pay for a_ pension 
scheme. Nor is there any reason to 
suppose that the answer lies in the 
higher freight rates for which the roads 
are currently petitioning. What is 














wanted includes legislation that will 
permit a co-ordinator to co-ordinate. 
Anything with the hampering strings 
such as were attached to the legislation 
enacted by the last Congress is useless. 
It is time there was less talk and more 
action in regard to buses and trucks, 
governmentally-underwritten water 
services, and railroad mergers. Unless 
there is less talk and more action, there 
will be government ownership of the 
roads, though it is understood that the 
present Administration wants this as 
little as the country at large. 


* * & 


Profits in Cottonseed Oil 


For many purposes cottonseed 
products are competitors of animal 
fats. The price rise that has taken 
place in the latter has had the effect 
of restoring profit margins to manufac- 
turers of the former. All the import- 
ant processors of cottonseed appear to 
be doing well, a condition reflected 
in the market price for their securities. 
Among the issues which might be men- 
tioned in this connection are Wesson 
\il & Snowdrift, which recently de- 
clared an extra dividend, and Chick- 
asha Cotton Oil, which is now on a $2 
regular annual dividend basis whereas 
only 75 cents a share was paid last 
year. Procter & Gamble, of course, is 
another large processor of cottonseed, 
although its other activities overshadow 
this phase of the business. However, 
this company also is understood to be 
going better. As a matter of fact all 
the manufacturers of vegetable oils 
appear to have entered a more prosper- 
ous period. Archer-Daniels-Midland, 
whose main business is linseed oil, re- 
ported only the other day that earn- 
ings for the fiscal year ended June 30, 
1934, were equivalent to $3.81 a share 
of common stock, compared with $1.79 
in the previous fiscal year. Kellogg 
(Spencer) & Sons, also in linseed oil, 
recently declared a dividend of 40 
cents a share, whereas the previous 
declaration had been only 30 cents. 
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Taking the Pulse of Business 


ABOR_ DAY, strikes, 
the approaching elec- 
tions, and uncertainty 
over the longer range policies 
which must soon succeed the 


— Summer Lag Continues 


— Prices Trend Upward 
— Excess Stocks Reduced 
— Oil Prospects Brighten 


— Coal and Lumber Gain 


forthcoming new financing by 
the Treasury; and prices are 
barely steady at a point or 
two below the best levels of 
the year, despite Secretary 


Administration’s emergency 
measures have intensified the 
late Summer lassitude in 
business and in the markets for securities and commodi- 
ties. Automobile plants have shut down rather generally 


) over the holiday, many textile mills are idle on account of 


the strike, and steel mills are operating at such a low per- 


| centage of capacity that salaried workers are to be laid off 


Saturdays until further notice, with proportionate reduc 
tions in pay. With the advent of cooler weather, electric 


} power output has suffered a more than seasonal decline; 


| though coal production and the volume of lumber cut are 


increasing. Larger shipments by the latter two industries, 
combined with an abnormally heavy movement: of livestock 
on account of the drought, have caused car loadings to hold 


| up in face of a normal downward trend at this season of 
F the year. 


As a net result of these conflicting trends, there has been 
a rather sharp drop in our index of Business Activity and a 
mild recession in the Common Stock Index. Our Raw 


| Material Price index, along with the Bureau of Labor’s in- 


dexes of wholesale and retail prices, continues to register 


Few highs on the recovery, owing largely to persistent 
4 strength in agricultural staples in consequence of the 
| drought, and in lesser measure to fear of inflation. Gov- 
} ernment bonds have had to be supported artificially because 


of scattered liquidation by the banks in preparation for 


Morgenthau’s recent attempt 
over the radio to reassure the 
foes of inflation. Other high 
grade bonds still hold up fairly well under the influence of 
an abnormally low Cost of Business Credit. 

So much for the negative side of the picture. On the 
constructive side a hopeful factor is to be found in the fail- 
ure of our Common Stock Index to break through the low 
points of July and last October in spite of the pessimistic 
character of the current comment upon recent develop- 
ments. The rather obvious reason for this is the marked 
extent to which purchasing power and actual consumption 
are running ahead of production. Bank loans to industry 
are expanding slowly. In July, farm income, including 
benefit payments, exceeded that of July a year ago by 
about 4%; while farm purchasing power in mid-August, 
owing to the rapid rise in farm prices, was 9% higher than 
a month earlier, and 25% ahead of August 15, 1933. 
Moreover, according to THE MAGAZINE OF WALL STREET'S 
indexes, business payrolls in July, though 4% less than in 
June, were 16% ahead of the corresponding month in 
1933. July employment in non-agricultural pursuits was 
about 2% lower than in June; but 13% ahead of last year 
The conclusion urged by these figures is encouraging. In 
part, at least, the present recession in business activity has 
heen occasioned by over-stocking of goods, a situation which 
is rapidly being cleared up by consumption in excess of 
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production. Before many weeks, even if the change should 
be postponed until after elections, a new buying wave 
should set-in and stimulate some revival in production and 
in general business activity. 

In its financial aspects the evidence of an approaching 
improvement in business conditions is also significant. Our 
foreign trade during the first seven months of the current 
year has been a third larger in dollar value than during 
the same period in 1933. Excess exports in July came to 
$34,000,000, the largest since 1930. In August, corpora- 
tions declared dividends which exceeded the previous Au- 
gust by 11%, while flotations of new securities, excluding 
Governments, showed a like increase. Bank loans to busi- 
ness borrowers have expanded consistently, albeit slowly, 
for the past six weeks, and the total for reporting member 
banks is now $116,000,000 greater than on July 18. More- 
cver, the mounting cost of unemployment relief, and grow- 
ing reluctance of the banks to absorb unlimited issues of 
Government bonds brings the onset of inflation ever closer. 


The Trend of Major Industries 


STEEL—With steel mills now operating at less than 
19% of theoretical capacity it is generally believed in the 
trade that the industry has about scraped bottom and that 
gradual improvement will soon set in and continue up to 
perhaps the end of November. Small orders from a widely 
scattered list of consumers are beginning to trickle in and 
miscellaneous demand is expected to gain momentum dur- 
ing the autumn season. A sustaining factor may develop 
out of the Government's housing and construction program. 
Railroad orders should improve somewhat toward the year 
end, especially if increases in freight rates are granted, 
despite the fact that the new rates would add a dollar a 
ton to the cost of pig iron. 


METALS- -Government purchases of silver abroad are 
proceeding cautiously and little change in price has taken 
place since our last issue. Blue Eagle copper is still pegged 
at the nominal price of nine cents; though the metal is being 
bootlegged here around the export price of seven cents. 
The European market is being demoralized by rising pro- 
duction and falling consumption. Foreign producers are 
vieing with one another 


PETROLEUM—Statistically the position of the oil in- 
dustry continues to improve slowly; but almost complete 
failure to control the output of “hot oil” has brought scat- 
terede weakening in gasoline prices, which threatens to 
spread and so force a reduction in the price of crude. The 
Administration is now engaged in framing new legislation 
which will close the present legal loopholes in the conser- 


vation program, and there appears to be a fair chance that 7 
the next Congress will act favorably upon these measures. 7 
If so, the investment outlook for the industry should be | 


much strengthened. Meanwhile, however, earnings in 
many instances are likely to be reduced by the narrowing 
margin between the cost of crude and the price received 
for finished products. 


RAILROADS—While railway gross income for the first | 


seven months increased 11.2%, and net operating income 
improved 20.3%, in comparison with the corresponding 


period of last year, July gross was off 6%, and net de- | 


clined 45%. Of course the July comparison is with the 
peak of last year’s boomlet; but rising costs for labor and 
material are nevertheless a serious problem with the carriers, 
and it is doubtful if the desired increase in freight rates 
would afford more than temporary relief unless traffic picks 
up substantially and inflationary tendencies are held in check. 


SUGAR—The recent reduction of 6/10 cent a pound (to 
9/10 cent) in the duty on Cuban raw imported into this 
country should add about $23,000,000 to the annual in- 
come of sugar interests in that island, under the Costigan- 
Jones quota of 1,902,000 short tons allotted to Cuba. Most 
of this excess will be spent for U. S. manufactures. 


BUSINESS MACHINES—Recent price increases and 
rapidly expanding export sales have combined with an active 


demand from Government agencies to sustain the profits | 


of companies which manufacture typewriters and other 
business equipment. 


Conclusion 


The recent reaction in business activity has been more | 
severe than is usual for this season of the year; but is to 7 


be regarded as a tem- 





to raise their output in 
order to place them- 
selves in a strong posi- 
tion for bargaining 
when the inevitable day 
of getting together to 
assign quotas arrives. 
In consequence of this 
situation, the foreign 
price of copper in terms 
of gold has dropped to 
41% cents, the lowest 
level at which that 
metal has sold in his- 
tory. To some extent 
our home market is 

shielded from foreign zi 
competition by the im- r - shot] 
port duty of four cents; 
but full recovery of the 
industry here must wait 
for a real revival in the 
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porary slackening in 
production 


the second quarter, and 
intensified by labor un- 
rest and uncertainties 
as to the Government's 
future policies. Con- 
sumption, however, 
continues to exceed 
production, and a mod- 
erate rise in business 
activity should set-in 
again before many 
weeks have passed, un’ 
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VS 


expansion and the ever 
growing threat of infla- 
tion. This conclusion 
is further supported by 
the dull firmness of our 
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The Personal Service Department of THE MaGaziNE OF WALL StrEET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 


interested or on the standing and reliability of your broker. 


This service in conjunction with 


your subscription should represent thousands of dollars in value to you. It is subject only to the 


following conditions: 


1. Give all necessary facts, but be brief. 

2. Confine your request to three listed securities. © 

3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 

Special rates upon request for those requiring additional service. 





CONSOLIDATED GAS CO. OF 

NEW YORK 

Would you advise holding 200 shares of 
Consolidated Gas of New York averaging 
4434? Do you think it would be wiser to 
sell now and take my loss? Your early re- 
"yy will be appreciated —W. V. S., Aurora, 


The earnings report of Consolidated 
Gas Co. of New York for the twelve 
months ended June 30, last, on a con- 
solidated basis, revealed net income of 
$40,354,090, equal to $2.57 a share on 
its common stock. This compares with 
net of $53,208,539, or $3.68 a common 
share in the preceding twelve months. 
Although rate reductions, as well as 
lower demand for gas and steam con- 
tributed to the decline in earnings, in- 
creased operating costs due to the 
N RA coupled with higher taxes were 
preponderantly the cause for the rather 
pronounced decline in net income for 
the more recent period. Report of the 
company for the three months ended 
June 30, last, during which period all 
these forces were at work, better illus- 
trates their-effects. For that period net 
income amounted to $7,480,014, or 41 
cents a share on the common stock, as 
against $12,298,830 or 83 cents a share 
for the like quarter of 1933. Gross 
revenues for the June quarter of 1934 
declined only 1.50%, whereas net was 
38% lower than a year ago. On the 
other hand, judging by the action of 
directors in reducing quarterly divi- 
dends on the common stock to 50 cents 


a share from the previous rate of 75 
cents a share earlier this year, the fore- 
going results apparently were antici- 
pated. The declaration of a 50-cent 
dividend, payable September 15, more- 
over, would indicate that the worst of 
the decline in profits has been exper- 
ienced. This factor, coupled with the 
strong financial position of Consoli- 
dated Gas should make for stability in 
prices for its shares, marketwise. More- 
over, the company is well situated to 
reflect general business and industrial 
betterment over the longer term, and 
as such, the common stock merits fur- 
ther retention, particularly since pre- 
vailing quotations appear to have dis- 
counted existing uncertainties. 


AMERICAN SMELTING & 
REFINING CO. 


Do you advise holding American Smelt- 
ing & Refining at present prices? Do 
you think it now discounts the over-bougnt 
condition sad to exist in non-ferrous 
metals; also the difficulties in Germany 
where, I am told, this company sells much 
of its Mexican output.—G. L. D., Pitts- 
burgh, Pa. 


In addition to the distinction of be- 
ing the world’s largest smelter and re- 
finer of metals, the American Smelting 
& Refining Co. is also a factor in the 
production of copper, zinc, lead, gold 
and silver. Although its mining inter- 


ests have been expanded substantially 
during recent years, smelting and re- 
fining activities continue as major 
profit determinants. Ore is either pur- 
chased from independent mine opera- 
tors or is handled on a toll basis. The 
principal toll business of the company 
is understood to originate through 
Kennecott Copper Corp., while ap- 
proximately two-thirds of the total out- 
put of the St. Joseph Lead Co. is 
treated under contract. Since American 
Smelting normally carries large inven- 
tories, declining metal prices prior to 
1933 necessitated large write-offs 
which contributed to the unfavorable 
showing. In 1933, however, metal 
prices, generally, reversed their down- 
trend and enabled the company to re- 
port a profit of $6,010,384, equal, af- 
ter preferred dividend requirements, 
to 77 cents a share on the common. 
This was a marked improvement over 
the net loss of $4,506,175 sustained in 
the previous year. With the excep- 
tions of gold and silver, mining and 
smelting activities remain at a low 
ebb, but the firmer price structures pre- 
vailing and the probability of further 
gradual improvement in output would 
seem to indicate that the company is 
entering a reasonably profitable period. 
At the present time American Smelt- 
ing is understood to be deriving ap- 
proximately 55% of its earnings from 
business done abroad. Germany has 


(Please turn to page 573) 
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Dividends and Interest 











GENERAL 
MILLS, INC. 


. Preferred Stock Dividend 


August 31, 1934 


Directors of General Mills, Inc., announced 
today declaration of the regular quarterly di- 
vidend of $1.50 per share upon preferred stock 
of the company, payable October 1, 1934, to 
all preferred stockholders of record at the 
close of business September 14, 1934. Checks 
will be mailed. Transfer books will not be 


closed. 
(Signed) KARL E. HUMPHREY, 


Treasurer. 








WHY NOT 








Endicott Johnson Corporation 
Dividend No. 62 


The Board of Directors has declared a quarterly 
Preferred Dividend of One Dollar Seventy Five 
Cents ($1.75) per share, and a Common Dividend 
of Seventy Five Cents ($.75) per share, payable 
October 1, 1934, to stockholders of record as at the 
close of business September 18, 1934. 

Checks will be mailed by Irving Trust Com- 
pany, Dividend Disbursing Agent. 

MAURICE E. PAGE, Secretary. 


September 5, 1934. 


’ 
LOEW’S INCORPORATED 

““THEATRES EVERYWHERE”’ 
September 7th, 1934. 
7. Board of Directors has declared a 
quarterly dividend of 25c per share on the 
Common Stock of this Company, payable on 
the ist dayof October,1934to stockholders of 
record at the close of businesson the 14th day 
of September, 1934. Checks will be mailed. 
DAVID BERNSTEIN 


Vice Presidert & Treasurer 











WILSON & COMPANY, INC. 
PREFERRED STOCK DIVIDEND 

The Board of Directors of Wilson & Co., Inc., a 
Delaware Corporation, bas declared a dividend of 
one and three-quarters per cent (1%%) per share 
on its Preferred Stock, payable October 1, 1934, 
to holders of record at the close of business Sep- 
tember 15, 1934, to apply against accumulated di- 
vidends. 

Checks will be mailed. 

Dated, Chicago, August 28, 1934. 

GEO. D. HOPKINS, Secretary. 


ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 

August 28, 1934. 
Allied Chemical & Dye Corporation has declared 
quarterly dividend No. 55 of one and three-quar- 
ters per cent. (1%%) on the Preferred Stock of 
the Company, payable October 1, 1934, to preferred 
stockholders of record at the close of business 
September 11, 1934. 





W. C. KING, Secretary. 


A Business Bond 


You have a tangible bond with the com- 
panies whose stock you own. Buy their 
products—it keeps them busier. Many 
of them advertise in The Magazine of 


Wall Street. 
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New York Stock Exchange iT 


Rails 


B 


Baltimore & Ohio 
Bangor & Aroostook........ 
Brooklyn-Manhattan Transit 


Cc 


Canadian Pacific.............. 


Chesapeake & Ohio 


C. M. & St. Paul & Pacific........ 
Chicago & Northwestern.......... 
Chicago, Rock Is. & Pacific. .... 


D 


Delaware & Hudson........... 
Delaware, Lack. & Western....... 


E 

oy: | RAE en 
G 

Great Northern Pfd............... 
I 


Siinois Central................ 
Interborough Rapid Transit..... 


K 


Kansas City Southern.......... 


SO ee 
Louisville & Nashville.......... 


M 


Mo., Kansas & Texas.......... 


N 
New York Central..... 


N. Y., Chic. & St. Louis... ... 


N. Y., N. H. & Hartford 


N. Y., Ontario & Western......... 


Norfolk & Western........ 
Northern Pacific......... 


Western Maryland............. 
ME RRR ONT PRI ooo is ose kd an 


1932 
High Low 
94 17% 
ae 934 
21% 334 
3534 914 
5014 1% 
2054 1% 
3114 934 

434 %4 
1414 2 
1634 1% 
9214 32 
457% 814 
1134 2 
25 5% 
247% 434 
145¢ 24% 
154% 2% 
2914 5 
3814 7% 
13 14% 
3654 834 
SS 

*% 

135° st 
2536 516 
933; 6% 
3754 61% 
18'4 2% 
9414 2754 
11%¢ 114 
454 6 
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80% 
59 


2734 
67} 


3834 
36 


132 


16 
914 


1933 


Low 


454 


854 
2134 


11% 
4\% 


6114 


lad 


1934 
High Low 
133, 4514 
644 2416 
3414 1374 
46% 3534 
447% 2814 
184% 11% 
485, 3944 

84 214 
15 416 
6% 2 

7314 35 
3334 14 
247, 10% 
321% 12% 
38% 1354 
1456 5} 
1934 654 
214% (914 
6214 41 
14% 4% 
iat 
241, 9 
115, 41% 
7 161 
36144 1414 
3914 21 
13334 14% 
3614 11% 
13374 90 
17% 7% 
816 256 


Industrials and Miscellaneous 


A 
Adams Express........ 


Air Reduction, Inc..... ge 


Alaska Juneau........... 


Alleghany Corp............. acl 
Allied Chemical & Dye......... 
Allis Chalmers Mfg............ 
Ss | eee 
Amor. Car & P@y.............. 
Amer. Com’! Alcohol........... 
American & Foreign Power..... 
er. International Corp.......... 


Amer. Mach. & Fd 


Amer. Power & Light............. 
Amer. Radiator & S.S............ 


Amer. Rolling Mill 


Amer. Smelting & Refining....... 
Amer. Steel Foundries........ 


Amer. Sugar Refining... .. 


Atier: Tel & Tel..........0.0... 
Amer. Tobacco Com.......... 


Amer. Tob. B 


Amer. Water Works & Elec... . 


Amer. Woolen...... 

2 Se 
Anaconda Copper Mining. 
Atlantic Refining............ 
eee 


Aviation Corp. Del........... 


Baldwin Loco. Works.......... 
Saar ee 
Beatrice Creamery............. 
Bendix Aviation............... 
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ea... 
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9% 15% 
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$i, 2954 
17 314 
27 11 
15 2 
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92% = Tig 
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15% SOS 
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7 33 
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9014 49 
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6714 2254 
22% 5 
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1934 123% 
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23% 93% 
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Div’d 
— = 1932 1933 1934 Last Div’ 
it js 
t2 B High Low High Low High Low 9/5/34 Share 
yk Bethlehem Steel Corp............ 295% 4% 494 10% 4914 = 30% oe 
Date AIM. . 6 voce cscsece 2214 4% 5814 9% 68 3% 53 3 
PG ANNI, «oo o:cic'e ae oo ee sec 43% 20 3734 18 284% 19% 26 1.60 
. IN Geis. 904.554 s sin 093045 3500. 144% 3 4% 224% 5% 2854 = % 2134 1 
214 CS Se eres 1134 2% = 145% 254 1934 164% 1 
34 Burroughs Adding Machine....... 13% 6% 20% 6% 19% 10 0% 12% .40 
Byers & Co. (A. M.)..  oie:<o: 7 4314 8% 3234 13% 18 7 
a Cc 
2.80 Canada Dry Ginger Ale.. iS 6 4114 1% 2914 12% 16 1 
. OO § SS SO ee ere 6534 1634 10314 301% 8634 35 424 
4 ORIOTDUIET POMONOT 6c sec ececsess 15 4%% 2934 5% 333 23% 26% 1 
Me  “RORIRNOSO SOD ooo: s eins 05:06 be v0.00 1254 14% 58% 46 44% 17% 21 
: Cerro de Pasco Copper........... 1514 34% 4434 5% 48146 304% 401% t1 
m Chesapeake Corp................ 2034 4% 5214 147% 487%, 34 401% 2% 
— Re ee ae 2134 5 5754 734 602% 29 3334 14 
e Coca-Cola Co.... y aacoh oe, 68146 05 7316 13674 9544 133% 
e Colgate- Palmolive-Peet . werram: | 104% 2234 7 18% 93% 14% lg 
© Columbian Carbon.......... .+c0 ow 13% 14 23% 17% 6614 3.40 
r; Colum. Gas Biec............... Sf 44 281% 9 1944 134 914 
Commercial Credit............... 11 3% 19% 4 351 18% 28 1 
a Comm. Inv. Trust. Sarat .. 37% 107% 4314 18 61 3534 57 2 
: Commercial Solvents. me || 3% 6714 9 3634 1534 2114 .60 
a Commonwealth & Southern....... 514 154 6% 14% 334 1% 15% : 
ij Congoleum-Nairn............. .. 124% 616 2754 13% 3114 22 28 1.60 
Consolidated Gas of N. Y.. .. 68% 31% 6414 34 4734 = 257 2734 2 
i Consol. Oil. ae 9 4 1534 5 1444 14 814 +. 28 
i Continental Baking Cl. A. A he 8 2% 184% 3 1454 5% 1% 
: Continental Can, Inc. . Salk nee ae 1754 7834 3514 834 6914 8114 3 
q Continental Insurance . Reeiet aac .... 264% 6% 3614 10% 85% 23% 27% 1.20 
4 re 934 35 195% 4% 2234 1634 1% 
Corn Products Refining........... 55%, 2434 9054 4534 84145 55% 614% 3 
A See 8514 20 59% 20%4 525, 37 50 2% 
Curtis Wright, Common... ba 814 % 4% 1% 54% 213 2% 
rn 
Diamond Match........ Sale eet ee 12 291% 17% 28% 21% 21% 1 
é Dome Mines............. sdavex oe 714 3916 12 4616 32 45% *316 
; Douglas Aircraft...... Seer 5 184% 10% 28% 144% 18 ee 
Du Pont de Nemours.. iiss: 22 $634 3214 103% 80 9054 
E 
Electric Auto Lite. ne .. 82% 814 2714 10 813, 15 2334 
é Elec. Power & Light....... ; a 23; 15% 3% 956 314 44 “ 
io 3 Electric Storage Battery........... 83% 1254 54 21 52 36 3714 2 
oe F 
Firestone Tire & Rubber.......... 18% 10% 31% 9% 2514 13% 15 .40 
First National Stores............. 64% 35 7034 43 6914 544 62144 2% 
1 i el a ee .. 58% 1 19 12 17% 814 10% e 
E Freeport Texas cre eee visvee Ee 10 4936 16% 50% 26% 2 
8 G 
General Amer. Transpt....... . 863% 9% 4314 1334 4354 30 33 1 
General Asphalt...... : .. 15% 434 27 454 th 6 12 17% 
q General Baking............. .. 19% 10% 207% 10% 1438 8 84 T.50 
6 General Electric....... Serer 814 3014 10% 25% 16% 19 
: SOMOTAL TIDES i. 5ccs cons nee . 40% 195% 39% 21 367, 28 30 1.80 
: General Mills.......... Bats .. 4% 28 71 351% 64'5 537% 57 
q General Motors ee eevee so a 15% 3534 10 42 2454 30 "116 
: Gillette Safety Razor. epee | 1034 2014 1% 134% % 1134 1 
I oinic's Ginig!h-0'0 9 0:00 0004/6 10% 3% 20 334 283g 1554 2414 be Pe! 
Gold Dust Corp.. Serer. 84 2734 12 23 1634 18% 1.20 
Goodrich Co. (B. RF). Bs canst saree coos OM 24% 2114 3 18 8 1034 ne 
Goodyear Tire & Rubber......... 2934 5% 47\4 94 413% 18% 2314 
Great Western Sugar............. 12 34% 41% 7 3514 «25 30% 2.40 
vd H 
Der Hudson Motor Car............... 11% % 1634 3 2414 6% 84% 
are é Happ Motor’ Car... <......5.000.. B% 1% 734 1% ™% 1% 2% 
sf ' 
05 ; Ingersoll-Rand...............-5- 447%, 143%, 178 19% 7334 650 56 
F SO ee rere 341% 103% 46 1354 46%, 23% 2654 60 
t eee 12% 3% 2314 634 29144 21 25 +.35 
International Shoe............... 44% 204% 5634 2434 50% 40 4044 
4 i ee | ere 1534 254 21%4 §\% 1734 1% 104% 
: J 
: QOMOMAEMNIDTID 6 ccs i09-5:5 50053000 333% 10 6334 124% 66% 39 4714 
80 ; K 
: k Kelvinator. . SEL RE RE EN SG Vasco. ae 234 1554 3% 21% 11% 1334 .50 
: f Kennecott Copper. . Se 4% 26 1% 23% 197% ¢.15 
‘ f Sg AS eer es 19 654 16% 51% 2234 133% 18% .80 
Kroger Grocery & Baking.. .. 18% 10 8554 14% 3354 2314 2836 1.60 
4 
> L 
J rer ere ere err 5634 25 41\% 19 i$ 813%; 224% 24 
5 Libbey-Owens-Ford . sesecces eS 834 373% 4%; 43% 25% 29% 1.20 
L Liggett & a Tob. 7: Daan ae 674% a \y 9934 4914 99 7414 98 "5 
Liquid Carbonic. Bias kiagce. an 50 104% 853, 16% 23 14% 
Bg . Loew’s, Inc. . Perr | | 13% 3614 8% 35} 2034 28 1 
? q Loose Wiles Biscuit.............. 36% 1634 4434 1934 44%, «3814 40 2 
L 3 PROERMEE Geto ai os isis 3 516 sioine s Saere 183% 9 2534 103% 1914 1534 181% +3 
3 M 
7 ae 28% 10 463; 13% 413% 22 244 1 
Macy PROERnci cs ecvecs css 17 65°54 244% 62% 36 3834 2 
ine Ee aaa 14% 6% 11% 5 9 5% 5% .40 
Mathieson Alkali................. 20% 9 4654 14 4034 2434 2814 114 
McIntyre, Porc SG aii ana 21% 13 483 18 5044 28% 4816 2 
: McKeesport Tin Plate.. oscce Se 28 9534 44% 944, 79 86 4 
3 Mont. Ward & Co................ 1614 814 28% 854 355, 20 25 
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Electric Bond and 
Share Company 


Two Rector Street 
New York 























Complete Investment 
and 
Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 


MCCLAVE & Co. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 
67 Exchange Place, New York 
Telephones HAnover 2-6220 
BRANCHES 
Central Sav. Bk. Bldg., 2112 Bway. 
SUsequehanna 7-5100 
71 Vanderbilt Ave. at 45th St. 
MUrray Hill 2-1989 

















STOCKS — BONDS 
COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request. 
Cash or Margin Accounts 
Inquiries Invited 


SPRINGS ACO. 


“BROKERAGE SERVICE SINCE 1898" 
New York Stock Exchange 
Members { 





New York Cotton Exchange 
Chicago Board of Trade 
ani other leading exchanges. 


60 Beaver St., New York 








POINTS ON TRADING 
and other valuable information for 
investors and traders, in our helpful 
booklet. Copy free on request. 
Ask for booklet MC 6 
Accounts carried on conservative margin. 


(HisHoLm & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 














Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request. 


jonn Muir& 6. 


Established 1898 
Members New York Stock Exchange 
29 Broadway New York 











—— a et 




















When writing to advertisers 
please mention 
The Magazine of Wall Street 


57] 




















Dividends & ieee 


New York Stock Exchange 
Price Range of Active Stocks 


































































r ; » bi 
Industrials and Miscellaneous (Continued ) ‘ 
1932 1933 1934 Last Diva PF : 
—_—-——_——_~ —-—_— — aN Sale $ Per I 
N High Low High Low High Low 9/5/34 Share 
Nash Motor Co.................. 1934 8 27 11% 321, 1254 14% tl, P 
National Biscuit................. 46% 204% 605, 38114 4914 31 3234 2 fc 
National Cash ee EE ete es 1834 64 2354 5% 2354 12 144% 50 I 
National Dairy Prod... Listas. $1 4 14% 25% 1053 18% 18 17% «1.20 fe th 
ational Distillers............... 4 A % 15% 1 21% oe 4 
National Power & Light........... 203< 654 2014 6% 1514 7% 81% .80 th 
National § Steel. woes e ee teee: 33% 13 1, 85% 18 584 874 4054 1 al 
0 ee 56 y 34 25 33% 
| North American Co............... 43i, 183, «= 86141214 a5, 12 @«8©618% \ fc 
s € 
re} Pp 
[es CE eee . 5 1754 434 15% 814 105 _~—s ¢.30 Ww 
Otis Elevator... 222222 aw 251%, 10% 193, 133, 1432 60 ol 
C9 Sea a ae od 114 914 4 8 354 45% 
| Owens Ill. Glass................. 4214, 12 963; 3114 94 6114 6814 3 al 
| ; th 
P : 
Pacific Gas & Electric............ 37 167% 31% 15 23' 15% 1514 1% @ ti 
| Pacific Lighting.................. 4714 2034 483, = 22 37 23ig = 85 3 & d 
Packard Motor Car.............. 514 114 6% 134 65, 2% . &§ 
Paramount Publix. ee 1% 214 ly 5% 134 334 : ; pe 
Penney (J. C.). else ee as 56 1914 677%, 5114 58 2.20 — 
| Peoples Gas—Chicago .. hn en 39 78 25 43% 2214 26 3 x 
| Phelps Dodge Corp.............. 1154 8% 18% 44 18% 183%; 16% i\% 
Phillips Petroleum............... 8% 2 1834 434 203, 1414 1614 
Procter & vice of ‘RESIS One 4234 19% 4715 195, 4144 3314 38% 1% 
| Public Service o ee 8 571% 325 i4 i 
Th d bl . fl k Pullman, Inc....... ne Se a 1014 5814 18 5936 383; a sie 
€ doubie-crisp corn lake | Pure Oil... Spear ONS ea wee 83 3% 15% a%4 14% 7% 776 
urity eries. Lee eee % “a % % 54 \y 10'4 1 
that for years has beenoneof | R 
| Radio Corp. of America... eae. | 24% 12% 3 9% 4% 534 
3 adio-Keith- rpheum. ests ae 114 53 1 4 02«<«aYYG 23 
America’s best-loved cereals. Remington-Rand.......002.0..... Ts i uy 13% 6 9 p % 
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Answers to Inquiries 
(Continued from page 568) 





been an important market for the com- 
pany’s Mexican production. Quite 
obviously, the German political and 
financial situation may have an im- 
portant bearing upon earnings results 
for the full year, but we do not feel 
that this should be over-emphasized at 
this time. Germany will unquestion- 
ably endeavor to make credits available 
for the importation of lead and cop- 
per, since a shortage of these metals 
would necessarily curtail her factory 
output. On the basis of the gener- 
ally improved outlook for metal prices, 
therefore, we feel that present quota- 
tions for the stock discount to a large 
degree the uncertain near-term pros- 
pects and counsel retention of your 
holdings. 


BOHN ALUMINUM €& BRASS 
CORP. 


Bohn Aluminum is selling back near 
where I bought tt. Do you believe the 
situation to be but temporary, and de- 
pendent upon resumption of activity in the 
automobile field? Do you counsel reten- 


tlon for income and appreciation?—E, J. 
C., Albuquerque, N. M. 

The fortune of Bohn Aluminum & 
Brass Corp. is closely linked with that 
of the automotive industry. Declining 
activities of the latter were largely re- 
sponsible for the marked decline in 
net income of Bohn Aluminum from 
a high of $3,185,092 in 1928 to $295,- 
333 in 1931 and a loss of $720,567 in 
1932. Last year, however, the pick-up 
in the automotive industry enabled the 
company to show net income of $1,- 
494,552, the highest in any year since 
1929, equivalent to $4.24 a share on 
the capital stock. In the March quar- 
ter of the current year net income was 
equivalent to $1.84 a share which, 
together with that of $488,066, or 
$1.38 a share in the June quarter, 
brought per share earnings for the 6 
months to $3.23. In the first half of 
last year earnings were equal to $1.73 
a share. The slight decline in earn- 
ings during the June quarter of the 
current year may be attributed to 
higher labor and = material costs. 
Nevertheless, the showing to date has 
been most gratifying and is an indica- 
tion of what may be expected in the 
way of earnings upon a return to nor- 
malcy. The company has long been 
active in the development of aluminum 
and aluminum alloys used in the manu’ 
facture of automobile parts, vacuum 
cleaners, washing machines, etc., as 
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A Crisis a Minute. “I want a policeman,” “Thirty 
day’s extension — please,” “The hot water pipe is 
leaking,” “Baby broke her doll.” Crises big and little 
are being continually reported by telephone. At 
trifling cost in relation to the vaiues at stake, it 


helps you to get action when action is all important. 
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Draining the Lifeblood 
of a Great Industry 
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PROMINENTLY DISPLAYED on a wall in the ELEC- 
TRICAL BUILDING at the CENTURY OF PROGRESS in 


Chicago is the following statement: 


DISON and other men of genius made 

electric service possible. Men of vision 
and enterprise developed the electrical 
supply industry until it serves us at lower 
cost than slaves could do the work. 


CONFISCATORY regulation, excessive 


taxation, and unfair competition, which 
threaten the unrestricted use of this service, 
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vy A xbergee would be disastrous to the investments of 
wap — 8) the multitude whose hard-earned substance 
Lxhs & RA is the lifeblood of the industry. 
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UCH threats to the savings of utility 
investors demonstrate the wisdom of 
the Associated Gas and Electric Company’s Plan of Rearrangement 
of Debt Capitalization for the protection of the interests of Associated 


security holders. 


ASSOCIATED GAS & ELECTRIC SYSTEM 


61 Broadway, New York 
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well as brass castings and forgings for 
architectural and plumbing uses. At 
the last year end funded debt was out- 
standing in the amount of $1,411,500, 
but with the retirement of bonds re- 
cently called for payment, there will 
be outstanding but $500,000 principal 
amount of an original issue of $2,155,- 
000 marketed in July, 1928. Finan- 
cial condition of the company is ex- 
cellent and would seem to warrant the 
expectation of continued dividends on 
the stock at the present rate, despite 
the probability that earnings during 
the balance of the year will decline. 
With the longer term earnings outlook 
favorable, we suggest continued re- 
tention of your holdings at current 
levels. 


JEWEL TEA CO. 


I would like to have the views of your 
analysts un the outlook for Jewel Tea. I 
am thinking of taking up 150 shares I 
have on margin for extended holding, but 
first I would like your advice—J. F. I. 
New York, N. Y. 

Engaged in the manufacture and 
distribution of staple groceries, earn- 
ings of Jewel Tea pursued a down- 
ward course from 1930 through 1933 
in reflection of declining consumer 
purchasing power and mounting taxes. 
Net income, which reached a peak in 
1930 of $1,705,293, or the equivalent 
of $6.09 a share on the capital stock, 
declined to $909,325, or $3.25 a share, 
Jast year. Although the company 
operates through a subsidiary some 84 
grocery stores in and about Chicago, 
it is still primarily dependent for 
profits upon direct-to-consumer ales, 
which are accomplished through an 
extensive system of auto truck routes 
covering a substantial portion of the 
suburban area of the country. General 
improvement in the economic situation 
began to be reflected in the company’s 
sales during the closing months of 1933 
and this has been further extended 
during the current year. As a matter 
of fact, for the 28 weeks ended July 
14, last, Jewel showed an increase in 
dollar sales of 21.65% to $8,996,028 
against $7,395,039 in the correspond- 
ing interval of 1933. Since selling 
prices were but little higher than those 
a year earlier, the improvement may 
be attributed almost entirely to new 
business. Operating costs have been 
increased but little under the NR A 
and the sales improvement enabled the 
company to ‘show consolidated net 
profit of $702,642, equivalent to $2.51 
a share on the capital stock against 
$305,638 or $1.09 a share for the in- 
itial 28 weeks of last year. As a re- 
sult of this, net working capital was 
increased $414,477 from a_ year 
earlier, bringing the total to $3,968,- 
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879, as of July 14, last. Cash and 
equivalent alone of $2,425,199, ex- 
ceeded current indebtedness of $1,- 
230,651. With earnings running 
substantially ahead of present dividend 
requirements of $3 a share annually, 
an increase in this rate would seem a 
distinct possibility. We regard the 
shares as attractive on an income basis 
and feel that you are warranted in 
taking up your stock for extended 
holding. 


DEVOE & RAYNOLDS, INC. 


I now have a nice profit in Devoe & 
Raynolds common. I would be interested 
in knowing the probable course of this 
stock from here, also whether you think 
it advisable to take my profit—L. N. R., 
Lansing, Mich. 


Devoe & Raynolds Co., Inc., is one 
of the oldest and largest manufactur- 
ers of paints, varnishes, colors, brushes, 
etc. Earnings during the fiscal year 
ended November 30, 1933, registered 
a marked improvement and exceeded 
those of any fiscal period since that of 
1929. As compared with net income 
of only $21,765 in the 1932 fiscal 
period, profits last year jumped to 
$656,336, or the equivalent of $3.82 a 
share on the common stock. For the 
sis months ended May 31, 1934, net 
income of $269,377 was equivalent, 
after allowing for preferred dividend 
requirements, to $1.49 a share on the 
common, against only $48,629, or 21 
cents a common share, for the same 
period a year earlier. Although an 
increased demand for paints has un- 
questionably aided recent results, the 
earnings improvement shown thus far 
may also be attributed to operating 
economies effected by the management. 
Thus, while sales in the fiscal year 
ended November 30, 1933, totalled 
$8,104,836, against $8,065,095 in the 
previous year, net income increased 
some $634,500. Assuming that the 
majority of operating economies will 
be carried through to the next period 
of prosperity in the building industry, 
there would seem to be sound basis for 
the belief that substantial per share 
earnings will be reported on the com- 
mon stock over the longer term. 
While it is generally conceded that the 
Housing Act will stimulate the renova- 
tion of homes, actual new construction 
gains must unquestionably await the 
spring of 1935. The immediate out- 
look for the subject company’s business 
is for moderate further betterment 
over early future months, while 1935 
should witness a marked expansion in 
sales. In the meantime, financial con- 
dition is strong, as evidenced by total 
current assets of $6,614,055 and cur- 
rent liabilities of $809,221, as of May 


31, last. Because of the wide prorew- 
tion afforded dividends by current 
earnings, and the more promising 
longer term outlook, we feel that you 
should hold your stock for further ap- 
preciation. 


CONTINENTAL OIL CO. (DEL.) 


I had thought of buying Continental Oil 
at around 22. Now that it ts lower, I am 
wondering if the unsettlement in the oil 
industry will lead to lower prices for the 
stock, or do you think purchases are war- 
ranted around current levels?—A. W. T., 
Spokane, Wash. 


Continental Oil Co. reported con- 





solidated net income for the quarter § 
ended June 30, 1934, of $1,165,829, F 


equal to 25 cents a share on its $5 par § 


value capital stock. This compares with 


a like per share profit for the initial F 


quarter of the current year, and con- 
trasted with a loss of $2,135,722 for the 
June quarter of 1933. 


30, last, amounted to $2,377,312, or 50 
cents a capital share, as against a loss 
of $4,960,969 for the corresponding in- 


terval of last year. The foregoing show 7 


ing well illustrates the ability of the en- 


terprise to take advantage of favorable | 


conditions in the oil industry, and re- 
flects the complete integration of the 
company’s facilities. Organized in 
1929, Continental Oil Co. was handi- 
capped until the 1933 mid-year mark 
by the chaotic condition of the industry 
brought about by over-production and 
cut-throat competition attendant with 
frequent price wars, to say nothing of 
the vicissitudes of general business con- 
ditions. The ability of the enterprise 
to strengthen its position during that 
period speaks well for the management, 
and augurs well for the future. Finan’ 
cial condition as of June 30, last, was 
very strong; current assets, including 
$9,670,864 cash, certificates of deposit 
and U. S. Government - securities, 
amounted to $35,646,722, against total 
current liabilities of only $6,018,242. 
Net working capital as of the above date 
amounted to $29,628,480, which conm- 
pares with $22,095,471 a year ago. The 
common stock represents an interesting 
speculation in the oil group, and merits 
favorable consideration for accumula: 
t1on at prevailing quotations. 


BROWN SHOE CoO. 


Please give me your views on the out- 
look for Brown Shoe. Do you believe de- 
clining leather prices will impair the inven- 
tory position of this company—affect its 
earnings? Do you consider the present 
dividend secure?—M. U. K,, Boston, Mass. 


The Brown Shoe Co., manufacturers 


of low and medium-priced lines, ranks § 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





Aggregate & 
profits for the six months ended June § 
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as the third largest producer of foot- 
wear in the United States. The com- 
pany has a long record of successful 
operations, has shown strong resistence 
to the. depression, and even in 1933, 
was able to show earnings of $3.35 per 
share of common stock. In the year 
ended October 31, 1933, earnings 
mounted to $4.89 per share, after al- 
lowing for dividends on the preferred 
stock. The balance sheet issued at the 
close of the last fiscal year disclosed the 
customarily strong financial position 
with current assets about nine times, the 
total current assets, while net working 
capital increased $632,936 in the year. 
In the first six months ended April 30, 
1934, the first half of the current fiscal 
period, $1.80 per common share was 
earned, which compares with $1.38 on 
the junior issue in the corresponding 
period of a year earlier. Costs have 
been increased through the shoe indus- 
try’s code, but a good volume of sales 
enabled the company to continue its 
high rate of earning power in the first 
half of the current fiscal year. The $3 
annual dividend has been fairly well 
covered to date and appears secure. 
One of the leading shoe manufacturers 
recently announced a price cut on its 
medium-priced line, which likely will 
be followed throughout the industry. 
Declining leather prices have caused 
some unsettlement in the industry but 
the plans for the Federal Surplus Relief 
Corp. to acquire all Government-owned 
hides from drought stricken cattle likely 
will prevent inventory losses. We favor 
retention of the stock for the longer 
term. 


MAY DEPARTMENT STORES CO. 


It seems to me that department stores are 
approaching their busy season, and that 
May Department Stores might prove a good 
intermediate and long-term investment. Am 
I right, or do you think this company’s 
prospects are pretty well discounted?—B. 
G. O., Biloxi, Miss. 


May Department Stores Co. operates 
a system of department stores made up 
of six units and located in the cities of 
Akron, Baltimore, Cleveland, Denver, 
Los Angeles and St. Louis. These units 
are large and well established, modern 
in every respect and the merchandise 
handled is of the type to appeal to 
medium-class buyers. In the fiscal year 
ended January 31, 1934, the company 
reported earnings equivalent to $2.36 
a share of capital stock, compared with 
77 cents a share a year earlier. Interim 
earnings reports are not available, but it 
was recently reported that the com- 
pany’s dollar sales to July had gained 
substantially. Sales in the Cleveland 
store have been benefited particularly 
by partial liquidation of depositor’s ac- 
counts in closed banks. Capitalization 
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of the company is simple, comprising 
only 1,230,423 common shares, on 
which the present dividend rate is $1.60 
annually. The financial position is im- 
pressive and inasmuch as the present 
dividend is being covered by a wide 
margin, an increase in the rate may be 
forthcoming if sales continue to. hold 
up. The longer term possibilities of 
the company do not appear to be whol- 





ly discounted by the present price of 
the stock, and we look upon the issue 
as an attractive semi-investment. 





Significant Foreign Events 
(Continued from page 552) 





in 1932 dropped to 66 and even 61 
during the first semester of 1933, rose 
to 74 during the first quarter of 1934; 
the deficit of the commercial balance, 
which amounted to 803 million schill- 
ings has been reduced in 1933 to 371 
million schillings. For the first half 
year of 1934, Austrian statistics show 
a diminution of imports and a satis- 
factory augmentation of exports. All 
this has been accomplished naturally as 
a result of normal commercial incen- 
tive, in spite of the pressure brought 
to bear on the Austrian political situa- 
tion by the Nazi cohorts. 


* * * 


Italy 


Closely connected and inseparably 
allied with the future economic de- 
velopment of Austria, must not be 
overlooked the well publicized Italian 
influence and the prospective economic 
metamorphosis of the Danubian states. 
Mussolini has irretrievably inserted his 
finger in the Austrian pie and whether 
or not he will pull out a plum is a 
matter of conjecture. 

The situation in Italy is becoming 
excessively acute. Mussolini has failed 
to succeed either in balancing the 
budget, or in providing adequate re- 
serve funds to meet current obligations. 
The budget deficit during the fiscal 
year will amount to 1,760,000,000 lira, 
according to reliable estimates. The 
most vulnerable point, however, in 
Italian economy has been the consistent 
decline in fiscal receipts. Furthermore, 
gold reserves have been irresistibly de- 
pleted in spite of all ingenious measures 
of restrictions applied to importation, 
not to mention the mechanism of | 
“dumping,” which the government has 
instituted to encourage Italian exports. 
Naturally, Mussolini in desperation, is 
seeking Central European commercial | 
outlets for Italian manufactured prod- | 
ucts in competition with German en- | 
croachment. 
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MOTORS 25¢ 
The automobile industry has 


been taken apart to see how it 
runs, from an investment point 
of view. The REVIEW OF 
Reviews turned a powerful 
searchlight on the “Motors” in 
its August issue. The result is 
a complete, factual analysis of 
trends within the industry and 
of individual earning power, 
dividend payments, and future 
prospects, 


It is done in an entirely new 
fashion, making use of a new 
yardstick embracing four fac- 
tors: gross earnings, net earn- 
ings, book value, and dividends. 
Don’t take our word for its ac- 
curacy and timeliness. Here’s 
what one man has to say: 


“I want personally to compli- 
ment and congratulate you on 
your article ‘Analyzing the 
Motors.’ As floor manager for 
a branch New York Stock Ex- 
change house, I believe I know a 
good piece of analyzing when I 
see it.” 


% The August Review oF 
Reviews analyzed the Motors. 
The September number analyzed 
the Railroads. The October 
issue places the Utilities under 
scrutiny. Each analysis 25¢ 
(cash or stamps). Just fill in 
the coupon, that’s all. 


REVIEW OF REVIEWS MW 9-15-34 
233 Fourth Ave., New York 


I want the August Review (Ana- 
lyzing the Motors) (_ ) 


I want the 
(Analyzing 


September Review 


the Railroads) ( ) 


Enclosed is 25¢ (cash or stamps) 


for each copy. 


Name 
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Labor and Recovery 
(Continued from page 539) 








loom at Washington that easy borrow- 
ing may be nearing its end and that 
while we are still trying to get along 
on reduced purchasing power we may 
have to face much heavier taxation. 

Heavier taxes mean heavier costs 
and higher prices before we have the 
wherewithal to meet them. The alter- 
native to heavier direct taxation is in- 
direct taxation, through inflation of 
currency or credit. An erroneous 
labor uplift policy, associated with 
other economic fallacies, may thus 
finally lead to a renewal of the depres- 
sion. 

Mounting prices which do not re- 
flect increased production and increas- 
ing business activity are already a 
serious problem. We are getting to- 
ward the higher prices we have aimed 
at, but without the healthy expansion 
of business which were assumed to 
arise from and to make such prices. 

An outstanding example of how ex- 
cessive labor pay may upset the whole 
economic apple cart is to be found in 
the railways. As a direct result of 
premature pay restorations and the un- 
timely compulsory introduction of an 
employee pension system, the railways, 
in the absence of adequate traffic re- 
covery—have felt it incumbent upon 
them to ask for authority to increase 
freight rates by 10 per cent. That 
‘would put them back near to 1926 
levels, although the average wholesale 
price of commodities is 25 per cent 
lower than in 1926. 

But certain commodities which the 
railways must buy, notably coal, have 
been forced up by increased labor costs 
of production. On top of that their 
direct labor costs have been increased. 
They feel compelled to seek increased 
freight rates, but an isolated increase 
of transportation charges is something 
that industry can not stand—and it 
may defeat its own purpose. What 
the railroads obviously need is reduc- 
tion of operating costs. The Govern- 
ment’s labor policy, on the contrary, 
increases those costs. And yet one 
agency of government is contending 
for a decreased price of materials 
hauled by the railways, and lower rates 
on those materials. The lumber in- 
dustry, for instance, has reduced mill 
prices of lumber by 10 per cent at the 
suggestion of the Government in or- 
der to help the housing drive and in the 
hope of increased volume of sales; but 
if railway rates are increased 10 per 
cent, the retail price of lumber can 
not go down, the lumber market will 
not widen, code wages can not be paid 
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If the railways can not enlarge their 
income their vast consuming power 
will shrink and thousands of supply 
industries will feel the effects, just as 
they are now suffering from the en- 
forced parsimony of railway manage- 
ments. 

What is so glaringly in evidence in 
the case of the railways is in existence 
in many other industries. The level 
plain of low complementary prices 
which was being achieved has been 
shattered as by an earthquake. Every- 
where the road to recovery is strewn 
with bumps and breaks. In the last 
analysis this buckling of the road back 
is due to the “economic planning,” 
chiefly the labor planning, of the Gov- 
ernment, ably abetted by labor leaders 
who have pardonably lost their heads. 

A flood of inflation might for a time 
obscure the inequalities—but would 
finally sink the whole road in a mire of 
excruciating deflation. Some for- 
tuitous reflation of business might level 
up the road. 


Otherwise a painful period of new 
readjustment lies before the nation. 
Today we are in the throes of a most 
injudicious drive to make the disparity 
of labor costs still greater. Tomorrow 
we shall probably be in the throes of a 
drive to reduce those costs through long- 
er working time, if not lower wages. 
We are being driven into an agonizing 
situation, which is precisely what the 
little group of communists have hoped 
for and sought—a situation in which 
an utterly non-communistic society may 
be driven to despair and violence. 





success of its financing, toward a long 
term issue at this time. This attitude 
on the part of the banks is doubtless 
born of uncertainty as to future mone 
tary policies. 

In the light of such circumstances 
what is the safest course for the indi- 
vidual? Assuming that most people's 
investments are diversified and that 
funds are distributed among bonds, 
stocks and other properties, there is no 
occasion as yet for a wholesale liquida- 
tion of bonds in favor of a portfolio 
exclusively in equities. Before it be 
comes necessary to pursue this course, 
there will be ample warning. Mean- 
while the generally better yield and 
greater safety of most bonds can be en: 
joyed until income shows signs of 
severe impairment by a greatly in- 
creased living cost occasioned by sub- 
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Standard Oil Co. (Indiana) 
(Continued from page 557) 








What Bond Policy Now? 
(Continued from page 553) 








bearing a lower coupon rate. How- 
ever, the unusual proceedure adopted 
by the Government in its latest financ- 
ing must be regarded in the nature of 
compromise. Holders of called Fourth 
414’s were given the option of accept- 
ing four-year 242% notes or 10-12 
year 314% bonds. Regardless of which 
exchange is accepted by owners of 
Fourth 4144's, they will receive interest 
in full to October 15, while interest on 
both the new bonds and notes will 
accrue from September 15. This mul- 
tiple interest feature is likewise an un- 
usual departure in Government financ- 
ing. It is probable, however, that 
marked preference will be shown fot 
the short-term notes. While the re- 
duction in interest charges is note- 
worthy, the failure of the Government 
to offer a longer term issue must be 
construed as reflecting the unfavorable 
attitude of the banks, upon which the 
Government so largely depends for the 


of oil industry regulation must be set- 


tled by the Supreme Court of the f 


United States which may, or may not, 
render decisions favorable to the regu 
lation of a business which clearly is in- 
capable of regulating itself. 
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And in the meantime, what is tof 


happen? 


East Texas. 
banding together for the purpose of 
taking excess gasoline off the market 


until it can be disposed of in an orderly f 


manner. Fears are expressed, however, 


that this may merely serve to stimulate 


illegal production and that if big com- 
panies buy up excess stocks of gasoline 
once they will have to do it again. 


Hence, there is danger that the oil in: | 


dustry may have to undergo another 
drastic purging of cutthroat competi: 
tion, bringing production in line with 
consumption by the heavy hand of 
“price,” before a reasonable degree of 
prosperity can be attained. This is not 
a remote prospect but rather a likely 
one unless someone, somewhere, can 
quickly bring about the badly-needed 
farsighted co-operation. 

Although the question of excessive 
production is the most threatening to 
the oil industry, there is also the matter 
of political attitude, in which is in- 
cluded taxation. For example, in order 
to conform with the oil code, it was 
necessary for Standard Oil (Indiana) 
to add more than 5,000 employees to its 
payroll. Seemingly, there has been no 
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Currently, the gasoline mar: | 
ket has a weak undertone owing to/ 
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abatement of the present Government's 
insistence that “more men be paid 
greater wages for less work” and this in 
itself if carried over-far is a very dis- 
tinct threat to profits. As for taxation: 
again the Indiana Standard can be used 
as an example of how this item has in- 
creased. Last year, this company and 
its subsidiaries paid taxes totalling $72,- 
187,000, compared with $63,986,000 in 
1932. For 1933, the federal tax on gas’ 
oline and lubricants jumped from $9,- 
291,000 to $19,244,000, state gasoline 
taxes rose from $43,185,000 to $45,- 
622,000, while all other taxes levied on 
the company increased from $9,072,000 
to $9,758,000. As with costs the 
chances favor further increases in tax’ 


§ ation and it is problematical how much 
| more can be passed on to the consumer 
' — without causing a material lessening in 
— consumption. 
S per f 
rds, is [ the outlook for the oil industry and for 
§ the Standard Oil Co. (Indiana), at least 
= so far as the immediate future is con- 
cerned. Whether the company’s stock 
| is cheap at current prices depends en- 
) tirely upon whether conditions are to 
develop for better or worse. 


There are thus many uncertainties in 


For this 
reason the issue can hardly be a rec- 
ommended purchase for those unable 
mentally and financially to withstand 
declines in market price. There will be 
others, however, who will see in the 
Standard Oil Co. (Indiana) a huge, 
immensely strong, well-entrenched unit 
in a basic business, whose ultimate 
emergence from the present difficult 
period can hardly be open to doubt. 





Favored Equities in Promis- 
ing Industries 
(Continued from page 561) 





tially reduced during the past two 


| years, operating costs have been pared, 
sOliIne | 


and a greater diversification of its acti- 
vitics has reduced its proportionate de- 
pendence on the automobile industry. 

With profits equal to $1.72 a share 
for the first half of this year, earnings 
in the neighborhood of $3 a share on 


| the common stock for the full year 


would seem well within the realm of 
possibilities. The volume of the com- 
pany’s business in the first half was 
larger than any six months period since 
1929 and profits from this source 
should be more fully reflected in the 
results for the final half. The shares 
are reasonably priced in relation to 
earnings and a larger dividend is a 
logical expectation. 

The choice of International Business 
Machines for inclusion in the discussion 
was influenced to a large extent by the 
company’s impressive record of earn- 
ing power and managerial enterprise 
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throughout the years of depress 
rather than by the record of the | 
ness equipment industry as a whole 
far as the prospects of the indust: 
concerned at this time, the pr 
toward recovery will doubtless i 
the pattern of general business. In the 
meantime, however, the vigor of the 
International Business Machines’ earn- 
ing power is likely to continue unim- 
paired through any period of hesitation 
and, in the natural course of events, 
the company, as the largest unit in the 
industry, can be counted upon to capt- 
talize further improvement to its ad- 
vantage. 

From the appended table, it will be 
observed that International Business 
Machines achieved the unique distinc- 
tion of recording peak earnings in 
1931, or when general business was 
well along into the depression. Only 
a moderate decline in profits was ex- 


perienced in 1932 and with earnings 


of $4.12 a share in the first half of the 
current year, the stock stands to show 
at least $8 a share for 1934. This 
would give adequate coverage for the 
$6 dividend. The company manufac- 
tures a wide range of computing, tabu- 
lating and recording machines, as well 
as time clocks, scales, grinders and 
slicing machines. The computing and 
tabulating machines are leased rather 
than sold outright, and rentals from 
this source have given a desirable 
measure of stability to earnings. As 
to the future, it is significant that more 
devices and improvement are in the 
process of development by the company 
than at any time in the past. 

All of the debt of International Busi- 
ness Machines was retired earlier this 
year and the entire equity in earnings 
is vested with the stock, outstanding in 
the amount of 703,345 shares. Despite 
the investment of more than $4,000,000 
in plant account last year, working 
capital remains ample for current needs. 
A conservative capitalization, depend- 
able earning power and a progressive 
management lend to the equity a well 
defined element of investment security, 
which is not excessively appraised in the 
present market. 

With the conclusion of this discus- 
sion, the reader might logically question 


the failure to include other industries | 


and companies which have achieved 
more or less conspicuous progress to- 
ward recovery during the past year and 
a half. Doubtless there occurs in his 
mind the recollection of the showing 
made by such industries as food, tobac- 
co, oil, retail trade, automobile and non- 
ferrous mining. Why not include the 
steel, building or railroad equipment in- 
dustries on the strength of their future 
prospects? There were good and sufh- 
cient reasons for the omission of all 
these industries. 

For the present, at least, the achieve- 
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is every hour of every 
day. In both the business 
and social world your per- 


fect appearanace counts 
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ways. 
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best possible appearance 
by wearing only fine 
clothes custom tailored by 
Shotland and Shotland. 


Assure 


You are particularly in- 
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and beautiful selection of 
Fall fabrics—to verify 
the quality of our cre- 
ations—and to be pleased 
with our “‘values” at their 
comparable low prices. 
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CONSTRUCTION EXECUTIVE, THOROUGHLY 
experienced in construction of all types of build- 
ings through association of 15 years as superin- 
tendent and manager in this field; fitted by en- 
gineering training and experience to manage 
large projects; competent to head construction 
department for trust company or industrial cor- 
poration. Box M-101, Magazine of Wall Street. 
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ment of any considerable measure of 
success by the Government in its hous- 
ing campaign is still questionable and 
for that matter this status would apply 
to all heavy industries where there is a 
preponderance of dependence upon 
Government efforts. Until the pros- 
pect for the heavy industries is more 
clearly defined, the immediate future of 
the steel industry is speculative. The 
railway equipment industry likewise is 
highly speculative and will remain so 
until the railroad situation is relieved. 

In the food group, rising prices may 
curtail profit margins for some compan- 
ies since it is dificult for processors 
particularly of trade-marked package 
foods, to pass along higher prices to the 
consumer without loss of sales. The 
packing division will make a very good 
showing this year but in the absence of 
recent reports, detailed comment must 
be withheld and here also sharply ris- 
ing prices are not likely to be viewed 
with equanimity. In the tobacco in- 
dustry, cigar makers have been aided 
by the code but consumption continues 
low; snuff and cigarette compan- 
ies should turn in reports comparing 
favorably with last year but no interim 
statements are available. The oil in- 
dustry after a comparatively brief peri- 
od of prosperity is threatened by difh- 
culties arising from excessive produc- 
tion and ineffective enforcement of the 
code provisions. 

In retail trade, rising costs, notably 
the item of wages, are having a ten- 
dency to nullify the relatively stable 
volume of business. Skillful manage- 
ment in a number of instances is over- 
coming the complexities of more than 
175 codes to which department stores 
are subject but until a clearer concep- 
tion can be obtained of the effects of 
the drought upon department store sales 
and retail trade generally, this group 
can hardly be classified as a favored in- 
dustry. In addition to rising costs, 
chain stores have been burdened with 
heavier taxes. It is also to be borne in 
mind that the initial stage of rising 
prices found many department and 
chain stores plentifully supplied with 
low-cost inventories and sharp “mark- 
ups” in retail prices a year ago were 
responsible not only for an abnormal 
increase in dollar sales but a much 
wider margin profit than is being ob- 
tained today. Retail management must 
be constantly on the alert to overcome 
and avoid consumer resistance to rising 
prices. 

In the automobile industry, the recov- 
ery has been highly concentrated with 
the three leading manufacturers of low- 
priced cars and competition and rising 
costs have restricted margins. Num- 
erous independents are considering the 
advantages of consolidation and the 
competitive situation is likely to be- 
come even more intense—if such a 


thing is possible. A concession to the 
vitality of the industry, however, is ad- 
visable and the investor is afforded an 
indirect equity through the shares of 
E. I. duPont de Nemours & Co. 

Gold mining has assuredly been a 
favored industry. Costs, however, are 
rising steadily and the possibility of in- 
creased taxes is not to be overlooked. 
Moreover, the official statement that no 
further devaluation of the dollar was 
contemplated would on the whole, seem 
to remove the gold shares from consid- 
eration for the present time. Other 
non-ferrous metal producers have been 
helped by higher prices but with the 
exception of smelting companies and sil- 
ver producers profits continue restricted. 








Contrasts in Purchasing 
Power 
(Continued from page 544) 








inventory loss and makes for wider 
profit margins. 

With the Pacific Coast states taking 
their position with the whole of the 
Eastern Seaboard and with extensive 
areas around the Great Lakes, in the 
prosperous side of the agricultural 
equation, the position of the drought- 
stricken West, so far as it affects the 
well-being of the country as a whole 
is seen in its correct perspective. The 
Western drought was a disaster ad- 
mittedly. It was, however, much more 
a sectional than a national disaster. 
True, the country as a whole faces the 
prospect of paying more for food, but 
so long as we know that there is enough 
food, and so long as we know that 
prices are not likely to advance beyond 
reason, let us pay more attention to 
those regions where farmer purchas- 
ing power has been much enhanced. It 
is in such regions that careful cultiva- 
tion on the part of industry may well 
bring about an unexpected demand for 
automobiles, refrigerators, farm imple- 
ments, household furnishings and all 


' the host of things that the farmer can- 


not supply himself. 





Snapshots of “Utopia” 
(Continued from page 550) 





of 1913. Copper output of 34.1 thous- 
and tons in 1930, dropped off to 30.4 
in 1933, whereas production in 1913 
amounted to 32,700 tons. Steel pro- 
duction on which Soviet efforts have 
been primarily concentrated increased 
from 4.2 million tons in 1913 to 7.2 
million tons in 1932, but is still far 
below requirements specified. 

The well known Dneprostroi hydro: 


electric plant constructed over a period 
of five years, is equipped with six gen- 
erators of 62,000 klw. each; two years 
after the termination of the work, the 
plant uses in total 68,000 klw. operating 
two turbines. No steps have been tak- 
en to carry out the initial plan of pro- 
viding industrial outlets for this vast 
potential supply of power. 

Coincident with the general low pro- 
duction level in relation to plan capac- 
ity production costs in practically every 
field of industrial activity are increasing 
rapidly to a point appreciably above 
current selling prices. The following 
statistics substantiate this statement: 


Selling Price Production Costs in 
Rubles per Ton 


Coke 16 rubles 24 rubles 
Iron ore 4.80 ‘* ve 
Iron waste 34 ne 7S" 


Contrary to popular impression, the 
industrial development of Russia was 
developing rapidly before the war. Eco- 
nomic development started in the sec- 
ond half of the Nineteenth Century, 
after pacification of the Caucasus and 
Central Asia, both areas rich in natural 
resources. Although considered pri- 
marily an agricultural country, the val- 
ue of industrial production in 1913 was 
6 billion rubles and approximately 
equalled the value of agricultural yield. 

Some three billion rubles were con- 
tributed annually to national wealth by 
the “putting out system,” or crafts, 
which perfected a high degree of skill 
in fabricating during the long Russian 
winters the brocades, laces, wood cuts 
and leather goods of world renowned 
quality. This home industry was com- 
pletely wiped out by the revolution. 

In fact, Russian manufacturing is 
estimated at this time to have satisfied 
as much as four fifths of domestic re- 
quirements. Imports comprised prin 
cipally machines and equipment for in- 
stallation in the new industrial enter- 
prises. At this time Russia also afforded 
a fertile field for the investment of for- 
eign capital, investments exclusive of 
government loans, amounting to two 
and a quarter billion rubles. Since the 
urban population had increased approx: 
imately 300 per cent between the years 
1867 and 1913, the pressing demands 
of industrialism precipitated the enact- 
ment of labor legislation under Alex- 
ander III, which was subsequently so 
equitably revised and improved under 
Nicolas II that President Taft in 1912, 
addressing a Russian delegation in 
Washington said: “Your Emperor has 
created legislation for labor which 
might well be the boast of any demo- 
cratic country.” 

It is an ironical fact that the Com- 
munists appropriated almost exactly the 
general prospectus of economic devel- 
opment originally outlined and initiated 
by the Czar’s engineers. 

Today Russia 
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promise was to subject industry to the 
will of the people. Instead, the people 
are subjected to the enslaving demands 
of industry and of the bureaucrats. 


Scene: Red Square in Moscow. Pa- 
rade of soldiers in precise formation. 
Lumbering tanks. Machine gun com- 
panies. Airplanes humming in sky- 
ward procession. It is Stalin, grim and 
taciturn, who takes the salute. Stalin 
and a surrounding group of function- 
aries. Here, displayed to the world in 
warning, is the armed power of the 
Soviet Government. 


What is this government, how is it 
constituted, how does its tiny minority 
control 170,000,000 people? It is the 
evolution of the second, or Bolshevist, 
revolution of 1917, in which with art- 
ful timeliness a relatively small group 
of Communists, led by Lenin and sup- 
ported by discontented workers and 
soldiers, seized power from a weak 
and groping Duma. 

The twin weapons from the start 
have been terrorism and propaganda; 
familiar implements of every authori- 
tarian state, but more ruthlessly and 
effectively employed by the Communists 
than ever before.or than in any other 
land, including Germany. The State, 
in the Communist theory, is supreme. 
To make it so, the first step was to 
build up the army—well fed, well 
clothed, hand-picked, educated not only 
in arms but in Communist principles. 
With it was developed the secret police, 
the swooping arrest, the summary 
“trial” and the fine art of quick “liqui- 
dation.” With it, too, were developed 
all the niceties of modern propaganda— 
most insidious weapon of all and, there- 
fore, probably the most dangerous. 

To describe the various arts of Rus- 
sian propaganda would require a vol- 
ume in itself. It is to propaganda that 
the press, the radio, the theater, the 
billboard, the electric sign, books, the 
lecture platform and the school system 
are devoted. Typical of the place of 
propaganda in the strange psychology 
of the Bolsheviks is an item one finds 
in a recent issue of “Izvestia,” official 
organ of the Government. Things are 
going badly on the Donetzk Railroad. 
“Izvestia” is critical. It calls upon the 
Organization Bureau of the Central 
Committee “to send at least 100 organ- 
izers, 20 qualified propagandists, 8 
newspaper editors and 20 other special- 
ists to direct the works.” 

Twenty qualified propagandists and 
8 newspaper editors! This is the Com- 
munist way to speed up a railroad. 

The political machine itself is simple. 
Let us begin at the bottom. First, 
6,000,000 Young Pioneers, children un- 
der fourteen; and 4,500,000 Young 
Communists, between fourteen and 
twenty-three. Here is designedly the 
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self-perpetuating method o' 
nism—get them young and- train the: 
Second, the Communist Farty. about 
2,000,000, rigorously selected by 

ous tests of “suitability.” 

Party Congress, now a ru>)x 

meeting less and less frequently to 
adopt unanimously the resolutions 
handed down from above. Fourth, the 
Central Committee of the Party, 71 
members elected from a list prepared 
by the Party leaders. Fifth, the Com- 
mission of Party Control, another hand- 
picked group. Sixth—and now we be- 
gin to get to the seat of power—the 
Political Bureau of ten men, theoretical- 
ly elected by the Central Committee, 
but actually the latter's dictator. 
Seventh, Stalin, who is Lenin’s succes- 
sor and who dwarfs his associates on the 
Political Bureau. e 

Thus, although Stalin holds only a 
minor government position in a titular 
sense, he has through his leadership in 
the political party which controls the 
government made himself more and 
more the absolute ruler. With Mach- 
iavellian genius he has disposed of op- 
ponents and potential opponents one 
after another. First, with the aid of 
Kamenev and Zinoviev, he destroyed 
Trotsky. With Trotsky out of the 
way, he promptly rid himself of Keme- 
nev and Zinoviev. Next he ousted 
Rykoff, former head of the trades 
unions, Tomsky and Bukharin. Today 
Stalin is the Political Bureau of Ten; 
the other nine are his satellites. His 
power is more supreme than that of any 
ruler of civilized times. It is absolute 
over every branch of Russian economic 
and social life. 

The Communist theory itself need 
not be stated. The period since estab- 
lishment of the revolution is, according 
to the theory, the transitional period 
known as the dictatorship of the prole- 
tariat. During this period the Com- 
munist Party, which assumes to repre- 
sent the industrial workers, maintains a 
monopoly of political power and ruth- 
lessly crushes all opposition or criticism. 

Ultimately, according to the theory, 
the necessity for repression disappears. 
All classes disappear. The State withers 
away and production and distribution 
regulate themselves on the principle “to 


each 


fore- 
alist 
Joubt 
i any dict | in 
power would ever find tue uiiie iipe to 
discard his stock in the dictator’s trade 
-—terrorism and propaganda. 

Meanwhile, these go on apace. To 
destroy the last vestiges of the old order 
and to inculcate Communism in the 
minds of both present and future gen- 
erations, religion itself is destroyed, 
school teachers from the kindergardens 
up have been made propagandists for 
Communism, and the women and chil- 
dren are herded to work along with 
men in the factories and the fields— 
sacrifice on the altar of a fanatical polit- 
ical creed. 

There is a story going the rounds in 
Russia. It goes like this: 

Stalin, touring on vacation, stopped 
to talk with a peasant who was leading 
a donkey. After some time the don- 
key brayed long and loud, and the peas- 
ant said: “Well, good-bye, Comrade 
Stalin. I'll have to be getting along to 
feed my donkey.” To which Stalin re- 
plied: “There are 160,000,000 asses 
braying in Russia—but I don’t pay any 
attention to them.” 

The story may merely reflect a mal- 
content obviously justified by hard liv- 
ing conditions. On the other hand, can 
there be any doubt that it accurately 
portrays the individual Russian’s total 
loss of the rights which we in America 
consider inalienable? 

We will vote in November. If this 
article reminds anyone anew of the 
priceless blessing of democracy or the 
misleading glitter of fool’s gold in revo- 
lution’s promises, it will have served its 
purpose. 
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40Bonds 30Indus. 20 Rails High Low Sales 
Monday, August 27......... 80.57 94.4 37.64 82.68 81.85 534,100 
Tuesday, August 28............ 80.19 94.19 37.31 81.74 81.06 404,320 
Wednesday, August29......... 80.20 93.69 37.01 82.45 80.79 1,920 
Thursday, August 30........... 79.87 92.76 86.12 80.57 79.58 649,610 
i yd . ree 79.76 92.86 36.17 80.08 79.57 400,790 
Saturday, September1......... 79.80 92.64 36.07 80.04 79.69 113,060 
Monday, September 3.......... HOLIDAY—EXCHANGE CLOSED 
Tuesday, Septembe 79.72 92.30 35.87 79.65 79.03 309,520 
Wednesday, Septes:' 79.87 93.65 36.53 80.79 79.78 476,000 
Thursday, Septemb« ‘ 79.69 91.82 35.72 81.05 79.39 603,330 
Friday, September 79.41 90.99 35.11 79.70 78.43 689,670 
Saturday, Septemb 79.49 90.83 35.14 78.98 78.58 211,400 
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Gulf Oil of Pa 17634 
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a measure of capitalistic confidence. 

Meanwhile, one can perhaps take a 
modicum of comfort in the thought 
that the internal position of business is 
necessarily sound. It can only be so 
after months of cautious, hand-to- 
mouth buying. In this respect the cur- 
rent position differs greatly from that 
of a year ago, when in every line there 
were excessive inventories to be worked 
off following the 1933 spree of for- 
ward-buying in anticipation both of 
dollar depreciation and NRA code 
prices. Today there is a trend back 
to a volume economy in manufactured 
goods, as contrasted with a price econ’ 
omy. Industrial prices will not again 
run away from consumer purchasing 
power, as business cautiously feels out 
its markets. 

Such a situation is inherently subject 
to prompt change for the better in busi- 
ness activity—when and if even a slight 
amount of confidence can _ break 
through present clouds of uncertainty. 

There is another fundamentally fav- 
orable factor which has received in- 
sufhcient attention; and that is that, 
while rising food costs will be painful 
to millions with depressed incomes, 
higher farm prices in conjunction with 
stable or declining industrial prices do 
tend to restore the economic balance 
upon which exchange of goods and 
services in this country has always 
largely rested. 

While theories may differ, the 
world-wide disparity between primary 
products and * manufactured goods 
created in the great smash following 
1929 was certainly one of the major 
causes of bad times. In this country 
the wiping out of agricultural sur- 
pluses by drought and AAA crop 
control will go far toward re-establish- 
ing normal economic balance—if only 
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NRA and industry will see the light 
and not attempt to gum the works 
again with industrial price-raising. 

There is one certainty: namely, that 
an economic impasse does not last for- 
ever. In July and August, the first 
two months of the Federal fiscal year, 
the Government spent one billion dol- 
lars. This was twice what it spent in 
the same period of the preceding year. 
We can not indefinitely manufacture a 
deficit at this rate. Something is going 
to give way. Our guess is that it will 
be the economic jam and not the Gov 
ernment’s credit. 

Perhaps it is significant that Editor 
Raymond Moley, still close associate of 
Mr. Roosevelt, publicly concedes that 
lack of confidence, taxes and Govern’ 
ment relief of unemployment are chas- 
ing one another around in a vicious 
circle; and “that the only way to 
break through this is by understand- 
ing, co-operation and mutual aid.” 

We venture the guess that Mr. 
Roosevelt can not much longer ignore 
this reality. 





What’s Ahead? 
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business leaders; and in the bellicose 
reply of the radicals. One sees it in 
the nomination of a Socialist as Demo- 
cratic candidate for the rank of gov- 
ernor of California. 

Ultimately political sentiment, plain 
enough to be infallibly read, is going 
to break the existing stalemate for good 
or bad—depending upon one’s convic- 
tions; for the issue today is increasingly 
political, less and less economic. The 


elections of November may give a clue, 

They are awaited with the keenest of: 
business interest and the result will un~ 

doubtedly affect business activity for! 
good or bad. On the other hand, the? 
show-down may not be clear until 1936; 7 
and meanwhile it is always possible that 7 
the Administration will see the hand-} 
writing on the wall and, in one way or] 
another, make a profitable and neces | 
sary peace with private capital, which’ 
alone possesses the ability—if and when 
released—to restore prosperity without 
the grave dangers inherent in a further 7 
transition to State-ism under the spe-™ 
cious pleadings and promises of radi-— 
cals, many of whom never ran a busi- 

ness or held a job. 

Until this satisfactory peace is made 
between the New Deal and private cap- 
ital the economic outlook, frankly, is 
not hopeful. Until it is made, the Fed- 
eral planners will indefinitely fuddle 
and spend in the vain hope that in some 
quite undiscernible fashion better times 
will come. 
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(Continued from page 547) 





assistance to banks, during and be- 
cause of the banking crisis. 


While the President has turned 
toward the right in repression of the 
mouthy pinks and reds on the govern- 
ment’s payroll, his bent toward collec- 
tivism in a mild but contagious form 
becomes more and more evident. News- 
papermen who are so close to him that 
they probably know his mind better 
than he knows it himself say that he 
has come to the conclusion that the 
people are with him in his longing to 
hurry up the millennium even at the 
cost of prolongation of the aftermath 
of the depression. And they aver that 
he is right, so far as the approaching 
elections may be a criterion. But they . 
also point out that the forces which 
will eventually check or overthrow him. 
are only just beginning to mobilize— 
and that the extreme measures which 
will follow what the President will con- 
strue as a popular mandate will gather 
strength step by step with the realiza- 
tion of those measures. The American 
Liberty League on the one hand and | 
those socially inclined on the other % 
mark the beginning of a new alignment 
in American politics between what 
former President Hoover calls liberal- 
ism and tyranny. It is not considered 
impossible that Hoover and Roosevelt 
will be the champions in a clean-cut 
battle in 1936 between liberalism and 
something ending toward socialism 
whatever be its name. 
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